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CHAIRMAN’S OPENING STATEMENT 


Mr. Fogarty. The committee will come to order. 

This meeting is called for the purpose of discussing the apportion- 
ments of 1958 appropriations for the Department of Health, Educa- 
tion, and Welfare. 

The House passed the 1958 appropriation bill on April 4. It passed 
the Senate on June 12 and was signed by the President on June 29. 

It has come to my attention that some of the agencies in the Depart- 
ment of Health, Education, and Welfare do not yet know what they 
are going to have available for the fiscal year 1958, even though we 
have now gone through about two-thirds of the first quarter. So last 
Thursday we notified the Secretary’s Office that this meeting would be 
held this week to discuss these apportionments, the reason why it has 
taken so long, and what the consequences of the delay and the reserving 
of funds will be. 

On Saturday the Secretary of the Department of Health, Education, 
and Welfare telephoned my office saying he was not in Washington; 
that he had been struggling with the Bureau of the Budget for some 
time in an attempt to get the full amount authorized by Congress, and 
that he would attend the hearing if I thought it necessary he put in an 
appearance. I think that he has been doing a good job in trying to 
get everything that Congress has appropriated apportioned for his 
department and I would not want to ask him to make a special trip 
here because I believe we know his stand in this matter already. 
I understand that the Secretary has a statement, Mr. Kelly, that you 
are going to read for him. 
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SECRETARY Fousom’s STATEMENT 


Mr. Ketty. I will be glad to. I am quite privileged to appear 
here on behalf of the Secretary. He regrets that he cannot be here 
at the hearing. He deferred leaving town to attain adjustments in the 
first-quarter apportionments to cover all of the grant programs and 
to get sufficient funds for operations to cover our current level, plus 
the outstanding commitments we have. With your permission, I will 
read the Secretary’s prepared statement on this. [Reading:] 


Mr. Chairman and members of the committee, I am appearing here today at 
your request to testify about apportionment action on the 1958 appropriations. 
As you requested, I am accompanied by the Surgeon General, Dr. Burney; the 
Director of the National Institutes of Health, Dr. Shannon; and the Deputy 
Commissioner of the Food and Drug Administration, Mr. Harvey. You requested 
that I submit a prepared statement describing the status of apportionments of the 
Department and the effect on the program if we were held to current levels for the 
balance of the year. 

To comply with your request I am submitting a table on the current status of 
apportionments comparing the amount requested with the amount apportioned 
to date. My statement describes the status of the apportionment action and how 
we are proceeding, and I am submitting a separate statement with a brief descrip- 
tion of the effect on each account which would occur on the assumption that we 
are held to the current levels of operation for the balance of the year. I would 
like to emphasize, however, that I do not believe this assumption to be justified. 
There is no final resolution of the apportionment for the full year in most accounts, 
and I do not believe we would be warranted in assuming that the final resolution 
will restrict us to current levels. 

We submitted request for apportionments to the Budget Bureau in the middle 
of July requesting apportionment of the full amounts appropriated in all accounts 
except for a few construction items where it is customary to request only planning 
funds and defer requests for the construction funds until the planning action is 
complete. 

The Bureau of the Budget in acting upon our request approved full year ap- 
portionments for those accounts where no increase over 1957 other than mandatory 
costs were involved and certain other accounts, such as appropriations involving 
formula grants to States. 

In other accounts, however, it was apparent that it was going to take some time 
to reach a final conclusion on the amounts to be apportioned. The law requires 
that funds be apportioned within 30 days after the President signs an appropriation 
bill. It is important that the departments and agencies have funds available 
to cover their current operations. The Budget Bureau therefore decided that 
with respect to all accounts on which they were not prepared to take final action on 
full year apportionments to apportion funds for the first quarter only. They 
computed an amount for the first quarter designed to cover continued operations 
at the level of expenditure at the end of fiscal year 1957. This was an interim 
apportionment action pending final resolution of the full year apportionments, 

In some instances these interim apportionments were inadequate to cover 
current operating costs plus outstanding commitments. This was particularly 
true of the areas where the 1958 budget provided for significant increases and we 
had taken advantage of the June graduating classes as a source of recruiting and 
had lined up a number of new employees during May and June. 

Our first step, therefore, was to request adjustment of interim first quarter 
apportionments in order that we could continue to finance the current level of 
costs and outstanding commitments and avoid any reduction in force or curtail- 
ment in the current level of program operations. We sought adjustments on some 
22 accounts on this basis and all of them have been adjusted as we requested. 


I would like to make a statement at this point. There was one 
difference in what we requested. It was $30,000 in sanitary engineer- 
ing activities, where we worked out an agreement with the Bureau 
of the Budget for a $30,000 deferment of expense to future quarters 
for other objects of expense. [Reading:] 


The second step is to submit a revised request for full-year apportionment on 
all accounts where we have only first quarter apportionments and on the two 
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accounts where the full-year apportionment is not for the full amount we requested. 
This submission is being assembled in final form now and will be transmitted to the 
Budget Bureau within the next day or two. 

We submitted request for apportionment for 59 accounts covering 1958 appro- 
priations, 32 of which were approved on a full-year basis, 30 as requested. Two 
accounts were not approved as requested. On vocational rehabilitation grants 
$700,000 was placed in reserve decreasing the funds available for research and 
demonstration projects. We will request the Budget Bureau to reconsider this 
action. On the construction funds for Gallaudet College the planning funds 
requested in the first and second quarter were approved as requested but the con- 
struction funds requested in the third and fourth quarter were not approved and 
$1,452,000 was placed in reserve. We have requested the Budget Bureau to 
reconsider this action. 

The remaining 27 accounts were apportioned for first quarter only and as I 
stated we are now preparing a resubmission requesting fullgyear apportionment. 

Funds have been provided to cover all grants to States and localities. Funds 
to cover contracts and grants for research projects at the National Institutes 
of Health, Office of Education, Vocational Rehabilitation, Sanitary Engineering, 
and Hospitals and Medical Care. All of the accounts involved in this type of 
expenditure, have now been apportioned to the full extent of the budget plan for 
utilization of the 1958 appropriation in the first quarter. All training grant funds 
required in the first quarter have been apportioned. Thus, the only funds for 
which apportionment is needed in the first quarter which have not yet been appor- 
tioned relate to direct operations. Our resubmission will request reconsideration 
of this action with a view to reaching the program and staffing levels contemplated 
by the approved budget. We do recognize that we have been delayed in some 
cases in the employment of staff and that future employment may occur some- 
what less rapidly than budgeted although we are still planning for the same levels. 
To the extent this delay results in a savings which exceeds the budgeted lapse 
we will recommend reserves, otherwise our resubmission will request apportion- 
ment of the full appropriation of 1958 funds. 

The table which I presented shows that the difference between our request for 
the first quarter and the approved apportionment amounts to $50,899,692. 
Included in this amount is $44 million for grants for waste-treatment construction 
which will not be required for obligation occurring in the first quarter; we are 
assured that there is no intention of decreasing the availability of the full appro- 
priation for this purpose and we are proceeding on that basis. Also included in 
the decreased allowance for first quarter is $2,695,000 for research grants at the 
National Institutes of Health which a reanalysis indicates will not be required 
until second and subsequent quarters. Funds currently apportioned cover June 
council actions and will finance all of the projects proposed for financing in the 
first quarter to the same extent as we would proceed were all of the appropriated 
funds apportioned for the full year. The apportionment for grants for rural li- 
brary services was distributed $2.5 million in the first and third quarters rather 
than all in the first quarter as requested, but this will not interfere with program 
operations. Exclusive of these 3 items the difference between our request for first 
quarter and the approved apportionment is $1,637,944 all related to direct opera- 
tions which we are requesting the Budget Bureau to reconsider. 

We are quite hopeful that the Budget Bureau will act favorably on our Depart- 
ment’s apportionment requests on those items still unresolved, and will direct our 
efforts to this end. Pending final determinations on these items, statements as 
to the effect on program of the apportionment actions are speculative or premature 
at this time. 

I hope that this statement will clarify the status of apportionment action as it 
applies to this Department. I, together with Dr. Burney, Mr. Harvey, and 
Dr. Shannon, will be glad to answer any questions the committee may wish to ask. 

Mr. Fogarty. Thank you, Mr. Kelly. 

I do not think that I have ever seen the words “resubmission,” 
“reconsideration,” and “reanalysis” used so many times in so short 
a statement. Do you not get mixed up with all this resubmission, 
reconsideration, and reanalysis? 

_ Now, there is a little difference between the table that you have 
just presented this morning and the one that I received yesterday. 

_ Mr. Ketry. Yes. There was an adjustment made of $2,052,000 
in the National Institutes of Health yesterday. 
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Mr. Focarry. Do you call that an adjustment or a readjustment? 

Mr. Ketiy. Actually, what happened was this: In the submission 
that we made to the Bureau of the Budget requesting as a first step 
the adjustment in the first quarter apportionments in order that we 
could cover the current level of operations and outstanding commit- 
ments, we made a submission on the National Institutes of Health 
which covered, with respect to research grants, all of the continuation 
eo and all of the projects on which award letters had been mailed. 
Ve in the Office of the Secretary were under the false impression that 
this covered all of the research projects that the NIH intended to mail 
in the first quarter. We found out on Monday that we were incorrect 
in that assumption and that there was $2,052,000 worth of projects 
which were ready to have award letters issued but for which the funds 
were not available. 

The principle on which the Bureau of the Budget had made the 
adjustment was to cover those grants, so we had to report to them 
yesterday our error and they modified the apportionment to provide 
these additional funds. 

Mr. Foaarry. So, is it a fair statement for me to say you are now, 
after due reconsideration and resubmission and reanalysis, submitting 
these figures to the committee as representing the current position 
regarding the Department’s apportionments. 

Mr. Keuty. Yes. 


LEGAL AUTHORITY FOR ESTABLISHING RESERVES 


Mr. Focarry. The authority for establishing reserves for savings 
out of appropriations is contained in title 31, section 665 of the 
United States Code, and it has been brought to my attention that 
the applicable sentence reads as follows: 

In apportioning any appropriations, reserves may be established to provide 
for contingencies, or to effect savings whenever savings are made possible by or 
through changes in requirements, greater efficiency of operations, or other devel- 
opments subsequent to the date on which such appropriation was made available. 

Does that sound right to you? 

Mr. Ketty. Yes. 

Mr. Fogarty. What portion of this authority is thought by the 
Bureau of the Budget to be applicable to the situation with regard 
to these appropriations that are apparently going to have reserves 
placed against them? 

Mr. Ketiy. Well, Mr. Chairman, I am not sure how any of the 
witnesses of the department can answer that question except to say 
that that law, and the regulations which implement it, require that 
every department and agency submit a request for apportionment 
with the quarterly distribution of how the funds will be used and an 
explanation of the purpose for which they will be used. The Director 
of the Bureau of the Budget then has the authority to modify, to 
approve, or to modify and approve that request for apportionment 
action and the departments and agencies are then bound by the 
antideficiency statute not to exceed the amount of funds which have 
been apportioned. 

Mr. Fogarty. That does not answer my question. 

Mr. Ketry. No. 

Mr. Foacarry. Because of the numerous trips that you have ap- 
parently made in the last 2 months to the Bureau of the Budget 











5 


requesting a juggling of these funds that have been made available, 
it seems to me that a discussion would have taken place between your 
representatives and the Bureau of the Budget as to where the authority 
lay and just what authority they had to hold these moneys in reserves. 

Mr. Reisy, There is no question about it, discussions lev occurred 
on this point. 

Mr. Fogarty. I think that you should be able to answer that 
question. What portion of this authority is thought by the Bureau 
of the Budget to be applicable to the situation with regard to these 
appropriations that are apparently going to have reserves placed 
against them? We can leave out the word “apparently” and say 
“which now have reserves placed against them,”’ because that is very 
apparent in this table that you have presented. It shows that they 
have put in reserve about $200 million. 

Mr. Ketty. Almost all of that is placed in reserve for contingencies 
with the idea that at least a substantial amount, if not all of it, will 
be apportioned for the latter quarters. 

Mr. Fogarty. That is begging the question also. The statement 
I made is, They have put into the reserve at this time $199,468,005 if 
this table is correct that you have presented to the committee. 

Tell me what portion of this authority is applicable to placing these 
reserves against these appropriations? ‘The sentence reads: 

In apportioning any appropriation, reserves may be established to provide for 
contingencies, or to effect savings whenever sayings are made possible by or 
through changes in requirements, greater efficiency of operations, or other develop- 
ments subsequent to the date on which such appropriation was made available. 

There are three parts there. What part of these reserves are placed 
in reserves to provide for contingencies? 

Mr. Kenuy. I believe all of them show on the approved form as 
being under the heading “Contingencies.” 

Mr. Focarty. Have you been able to effect any savings through 
changes in requirements, or greater efficiency of operations that 
would enable the Bureau of the Budget to place any of these funds in 
reserve since the bill was signed by the President? 

Mr. Ke tty. No, sir. 

Mr. Focarry. What are the developments subsequent to the signing 
of the bill into law that would make such appropriations available to 
be put in reserve? 

Mr. Ketiy. The only one that I know of is there has been of neces- 
sity a delay in effecting some of the employment increases that were 
authorized and thus a greater lapse will occur than had been planned 
for, but otherwise we know of no change in circumstances. 

Mr. Focarty. That would not be a development that happened 
subsequent to the signing of this bill by the President that would 
make it possible to put these funds in reserve by the Bureau of the 
Budget. The actions of the Bureau of the Budget would force your 
recruitment to slow up or come to a halt. 


CRITERION USED IN ESTABLISHING RESERVES 


What is the apparent aim of the Bureau of the Budget, to hold 
expenditures under these appropriations to the 1957 level, or the rate 
prevailing at the end of the fiscal year 1957? Just what is the cri- 
terion being used? 
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Mr. Kexuy. On June 27 the Director of the Bureau of the Budget 
addressed a letter to all departments and agencies stating that it was 
the intent to try to hold expenditures to the minimum level and, with 


certain exceptions, to restrict expenditures or obligations to the 1957 
level. It is my understanding that there is both a desire to effect a 
savings for the Federal Government and remain within the debt limit. 
This is going to pose significant problems in that the income of the 
Federal Government does not come in a balanced manner and from 
the period from about October 1 to January 15 the expenditures tend 
to exceed receipts, and this is going to cause considerable difficulty in 
living within the debt limit. They set out in that letter of June 27 
certain principles to be followed—adhering to the 1957 level with cer- 
tain exceptions such as where new legislation has been enacted. That 
was one of the exceptions, or where there is a mandatory workload 
involved, or an uncontrollable cost. 


POLICY LETTER FROM DIRECTOR OF BUREAU OF THE BUDGET 


Mr. Fogarty. Will you insert a copy of that letter into the record 
at this point? 

Mr. Ketty. I will. 

(The letter is as follows:) 


[Limited to Official United States Government Use] 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 28, 1957. 
The honorable the Secrerary oF HEALTH, EpucaTION, AND WELFARE. 


My Dear Mr. Secrerary: The President has requested that all agencies in 
the executive branch keep the rates of commitments, obligations, and expendi- 
tures for fiscal year 1958 at or below the level for the fiscal year 1957, to the 
extent feasible, and that I inform you of the necessary procedures for achieving 
this purpose. This task can best be accomplished by positive action on the 
part of each agency head. The apportionment and allotment system offers an 
existing administrative channel for each agency head to accomplish these pur- 
poses. Therefore, appropriate action along these lines should be reflected in 
the initial request for apportionment for 1958 appropriations and in requests for 
subsequent revisions of apportionments, as well as in allotment action within 
the agency, following these guidelines: 

1. As a general rule, requests for apportionment and the allotments of funds 
shall be based upon holding obligations to absolute minimum levels. In most 
cases direct obligations should not rise above the level for the fiscal year 1957. 
Exceptions may be made with respect to that portion of appropriations which 
is for cash payments not controllable by administrative action (certain grants, 
annuities, indemnities, insurance losses, etc.), and with respect to uncontrollable 
workload and new legislation specifically endorsed as a part of the President’s 
program. In any case where special circumstances (including those referred to 
above) prevent the agency from operating at or below the 1957 levels, the agency 
head shall submit a statement of reasons therefor to accompany the apportionment 
requests. For all appropriations, however, there should be a critical analysis of 
all activities, and advantage should be taken of every possibility for reductions; 
apportionments in all cases should be consistent with “allowable” sums being 
used in planning the 1959 budget. The sums available in excess of minimum 
needs will be placed in reserves for contingencies. 

2. In the case of those appropriations that are for major capital outlay and 
development—construction, procurement, research, etc.—the requests for appor- 
tionment and the allotments should reflect the postponement of a significant part 
of the obligations planned in the budget for 1958. 

3. In general, separate quarterly apportionments and allotments will be made 
for object class ‘01 Personal services.’’ Exceptions will be made on a selective 
basis where regular apportionments and allotments, or other administrative 
arrangements, will effectively control the numbers of personnel. 
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4. Apportionments and allotments shall be revised throughout the year to 
provide for additional savings. After the close of each of the first three quarters, 
subsequent apportionments and allotments for operating programs will be 
reviewed in the light of program progress and costs, and action taken wherever 
possible, both to reserve unobligated balances remaining from the quarter just 
closed and to adjust subsequent quarters’ figures to take into account lower rates 
of obligations actually achieved in the preceding period. Also, those savings 
which are made a matter of record in publie statements on the basis of agency 
claims of such savings will be specifically identified and reserved. 

Sincerely yours, 
PercivaL BrunpaGE, Director. 

Mr. Fogarty. Is there any reason why the Congress could not 
raise the debt limit? 

Mr. Ketty. No. There is no reason why the Congress could not 
raise the debt limit if they so saw fit. 

Mr. Foaarry. It has raised the debt limit on other occasions. 

Mr. Ketiy. Yes. I think that there was a temporary increase that 
expired this year. 

Mr. Fogarty. And this is another way around it, so that it will not 
be necessary to appeal to Congress to raise the debt limit? 

Now, this letter was received by you on June 27? 

Mr. Ketry. I was mistaken. The date is June 28. 

Mr. Fogarty. The letter was sent out by the Bureau of the Budget 
on June 28 making these recommendations to your Department to 
hold down expe :nditures for the reasons that you have cited, and then 
on the next day the President signed the bill that authorized the 
expenditures on a higher level than the Bureau of the Budget would 
like to have expenditures this yeat 

Mr. Ketiy. That is correct, sir. 

Mr. Focarry. Was the President advised, do you know, as to the 
letter that was sent out by the Director of the Bureau of the Budget 
before he signed this bill? 

Mr. Ketty. I do not know, sir. 


TIMING OF ACTION REGARDING APPORTIONMENTS 


Mr. Foaarry. On what date did the <tr aang submit its request 
for an apportionment of its appropriations: 

Mr. Kewny. The formal submission was made by the Secretary, 
I believe. The date is July 19. There were a few of the apportion- 
ments not quite completed to be attached to the July 19 letter and 
were sent over within the next day or two, but a formal submission 
of the whole departmental program was submitted on July 19. 

Mr. Fogarty. Is that the usual waiting time before you submit 
these requests? It passed the Senate on June 12. The conference 
report was adopted June 27. 

You knew by June 27 exactly what the appropriations were going 
to be. It took you until July 19 to make this request. 

Mr. Ketty. Yes. 

Mr. Focarty. Was there some good reason for this delay? 

Mr. Ketiy. The law allows the agency 15 days to make the sub- 
mission and then allows the Bureau of the Budget 30 days from the 
date of enactment or an additional 15 days to act on them. 

Normally, we get in within that 15-day time allotment, but we 
were a little tardy this year. What we did was prepare a narrative 
statement which described the need for the increased funds in each 

96100—57——2 
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account, and endeavored to be responsive to each of the points made 
in Mr. Brundage’s letter of June 28, and there was a considerable 
amount of work involved in the preparation of that material. 

Mr. Foaarry. So this letter accounted for the delay? 

Mr. Keuty. That is right. 

Mr. Foaarty. Did the Department receive any special instructions 
regarding the submission of its request for apportionments? 

Mr. Ketiy. Just those contained in the June 28 letter. 

Mr. Focarty. There were no other instructions of any kind, verbal 
or otherwise? 

Mr. Ketiy. None other than the normal procedures which are 
always in effect as to the form and timing of the presentation. 

Mr. Fogarty. On what date did the Bureau of the Budget approve 
the first apportionment for the Department? 

Mr. Ketty. They acted on a few items that were completely 
noncontroversial, such as permanent appropriations and the accounts 
in which there had been no change from 1957 in a matter of a few days 
after the submission. I think the first one to come back to us was St. 
Elizabeths Hospital. 

Generally speaking, they came back from the 2d to the 7th of 
August. 

Mr. Focarty. To keep this straight, I wish you would please place 
in the record the dates on which apportionments were approved for 
each of the Department’s appropriations. 

Mr. Ketiy. All right, sir. 

(The information referred to follows:) 
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Mr. Focarry. You have had three or four actions on these ap- 
portionments? 

Mr. Ketiy. There are a lot of accounts involved, but subsequent to 
the initial apportionment adjustments were made on Friday of 
last week, and then again yesterday, so that there would be two 
subsequents adjustments to these accounts. 

Mr. Focarry. The adjustments were made last Friday on the first 
apportionments that were made; is that right? 

Mr. Ketty. They were the first adjustments made subsequent. to 
their first action. 

Mr. Fogarty. Then, on yesterday? 

Mr. Ketty. Yes, sir; on the item of the National Institutes of 
Health that I mentioned earlier. 

Mr. Focartry. That was made on yesterday, the 20th? 

Mr. Ketty. Yes, sir. 

Mr. Focarry. I want to make sure I have in the record at this 
point all of these steps that have been taken. 

Mr. Ketty. I will see that they are in, sir. 


WITHHOLDING OF LAST THREE QUARTERS’ FUNDS 


Mr. Fogarty. Is it the usual procedure for well established pro- 
grams like those of the National Institutes of Health to establish 
apportionments for only one quarter at a time? 

Mr. Ketty. No, sir. The customary procedure has been in 
previous years that the full year’s apportionment is approved, but 
with a quarterly distribution, but in this instance, on those cases 
where they were not prepared to make a final resolution of the full 
year’s apportionment, they gave us an interim apportionment to 
cover the first quarter only, until final resolution was reached. 

Mr. Fogarty. What is holding up their final determination on these 
apportionments, especially the National Institutes of Health? 

Mr. Ketry. In a sense, I guess we are, Mr. Chairman, because we 
first went through this process of endeavoring to get the first quarter’s 
apportionment sufficient to cover all the grant programs, and on 
direct operations sufficient to cover the actual level of expense we had 
reached, and the outstanding commitments we had. 

The second step is to resubmit a request for the full year apportion- 
ment, and I expect that to go to the Bureau of the Budget either 
tonight or tomorrow, but they, at this time, do not have anything 
before them. 

Mr. Focarty. When you made your first request for these ap- 
portionments back on July 19, did you have at that time these step-by- 
step approaches to this entire problem in mind? 

Mr. Ketty. No. At that time we submitted requests for full year 
apportionments, but with a quarterly distribution. 

Mr. Fogarty. When did you devise this step-by-step procedure? 

Mr. Ketry. After they had returned the apportionments in 27 
accounts approved for first quarter only. 

Mr. Focanrry. What date was that? 

Mr. Ketty. That would have been between the 2d and the 8th of 
August. ; 

Mr. Focarty. So you changed your approach to this problem? 

Mr. Ketty. That is correct. 
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Mr. Focarry. And decided on this step-by-step action? 

Mr. Ketiy. That is correct. 

Mr. Focarry. Were all of the Department’s agencies notified of 
this change in procedure—this step-by-step approach? 

Mr. Ke tty. A series of meetings were held within the Department 
to try and identify the seriousness and significance of the problem and 
how we should proceed, and I believe that each of the operating 
agencies has been kept informed of how the Secretary was handling 
this, as it has evolved. 


ASSURANCES OF DEFINITE ACTION BEING TAKEN SOON 


Mr. Fogarty, What assurances do you have that the Bureau of 
the Budget will soon establish apportionments for the second, third, 
and fourth quarters so that program people will know what to plan on, 
or is the intention to keep everyone up in the air throughout the year? 

Mr. Ketiy. We certainly hope that that latter is not the case. We 
feel that it is particularly important that an operator of a program 
know what the availability of funds is for a full year, so that he can 
effectively and intelligently plan their use, and plan his program 
operations, and we are moving toward that end. 

It would seem to me that the Budget Bureau must act to make 
funds available prior to the 1st of October, and we are hoping that 
that action will be for the full year, and not another quarter at a time. 

Mr. Foaarry. Now, answer my first question: What assurances do 
you have that the Bureau of the Budget will soon establish these 
apportionments for the second, third, and fourth quarters so that 
these program people will know where they are going, what they can 
plan on? 

Mr. Ketuy. I do not suppose that we have any real assurances, 
except that the staff of the Budget Bureau are as aware of this problem 
as we are and are trying to work it out with us. 

Mr. Focarry. If you assume the responsibility for these step-by- 
step approaches, and the holdup on these apportionments for the 
second, third, and fourth quarters, what have you recommended to 
the Bureau of the Budget to get you out of this hole and get us where 
we know where we are going, and also get in line with the intent of 
Congress? 

Mr. Ketiy. We are going to submit, either today or tomorrow, the 
full resubmission of all of the accounts still in question, with a request 
that they act for the full year, as promptly as possible, and normally 
speaking they have only 15 days to act after they have received it from 
us, which should mean that in early September we should have resolu-: 
tion of the balance of the year. 

Mr. Fogarty. Would you say this would be the final reanalysis 
and resubmission and reconsideration of this problem? 

Mr. Ketty. If the Bureau of the Budget were to approve our sub- 
mission as we made it, I think it would be. 


CONGRESSIONAL INTENT 


Mr. Fogarty. It looks to me as though you are trying to bail out 
the Bureau of the Budget. I did not think you were as much to 
blame as you are willing to assume, for getting this messed up so that 
the program operators have no basis for planning their program for 
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the second, third, and fourth quarters. But J am sure that you know 
it was the intent of Congress that the full amount of the appropria- 
tions would be made available for the applicable programs, and that 
for most of these items, the majority in favor of the full amount is 
an overwhelming majority of the membership of Congress. 

Do you know of any exception to this? 

Mr. Ketiy. No, sir. I think that there is no question but what the 
Secretary is in full support with what you have said, and he is en- 
deavoring to get resolution of the apportionment action which will 
make all of the funds available. 

Mr. Fogarry. | think that isa fair statement. I have said it before 
and I will say it again, that I think the Secretary has been, and is, 
fighting for these programs and for the appropriations that Congress 
has made. He has spoken out on the subject. But there seems to be 
some hidden reason why he has not been successful. I do not think 
we ought to blame him. 

Do you think that the Bureau of the Budget is aware of the feeling 
of Congress on these programs—and I think the feeling of a vast 
majority of the people of the country? 

Mr. Ketty. I believe the Secretary has made every effort to be sure 
that they were so persuaded in this knowledge. 

Mr. Foaarry. It has taken a long while to get it into their heads, 
though, has it not? 

Mr. Ketty. Yes, sir. 


EXPERIENCE A YEAR AGO 


Mr. Focartry. What happened a year ago at this similar stage of 
negotiations? 

Mr. Ketry. I would say that the processing of the apportionment 
of 1957 funds was for the most part a routine operation of the prepara- 
tion of the quarterly distribution at the staff level, and the review and 
action by the staff level in the Budget Bureau and the only discussions 
that were had were the questions as to whether or not our distribution 
by quarters was properly supported, but full apportionments were 
made. 

The only place where we varied from this was the National Institutes 
of Health. Last year you recall the Congress increased the ap- 
propriations for the National Institutes of Health about $56 million 
above the request which was already $27 million above the previous 
year’s rate, so a number of questions were raised as to whether or 
not all of those funds could be effectively used and the National 
Tastitutes of Health did a very complete and thorough analysis and 
developed an expenditure plan projecting the receipt and approval 
of projects and what the requirements would be. Whether or not 
we had an interim apportionment in the meantime I do not quite 
recall, but final resolution of the National Institutes of Health appor- 
tionment action was not completed until after this expenditures plan 
had been prepared and submitted to the Bureau of the Budget, which 
would have been about the 20th of September. 

Mr. Foearry. In other words, you are placing the blame on the 
shoulders of the National Institutes of Health for any delay in last 
year s apportionments for the first quarter? 

Mr. Ke tty. No, sir. If it sounded like I was placing any blame, 
I did not mean to. I merely, in an effort to answer your question 








13 


about what happened last year, endeavored to identify that they were 
all fairly routine actions except this one where a large increase was 
involved, and where, because questions were raised as to what the 
full utilization would be, and what the research requirements were, 
it did take a lot of work to answer those questions before we obtained 
the full resolution. 

Is that not about what occurred, Dr. Shannon? 

Dr. SHANNON. Yes. 

Mr. Focartry. There was some delay a year ago, as I recall. 

Mr. Ketty. Yes, sir. 


RESULT OF DELAY IN APPORTIONING NIH FUNDS FOR 1957 


Mr. Fogarty. The delay in these apportionments for the first 
quarter resulted in an unexpended balance in some of the programs 
of the National Institutes of Health. Is that a fair statement? 

Mr. Ketiy. Well, I did not really realize or appreciate that the 
delay is what occasioned the savings. 

Mr. Foaarty. In order to get it straight for the record, I wish you 
would supply for the record the step-by-step procedures that were 
taken a year ago on these first-quarter apportionments. 

Mr. Ketiy. On the National Institutes of Health? 

Mr. Fogarty. On the National Institutes of Health, 

Mr. Ketty. All right, sir. 

Mr. Fogarty. And what the consequences were and what, if any, 
programs they were unable to get started because of that delay in the 
first quarter of last year, and how much in unexpended balances, that 
were turned back to the Treasury June 30, resulted from that delay. 

Mr. Kewiy. In other words, there was about approximately $12 
million unobligated at the end of the year. You want to know what 
portion of that was attributable to the delay? 

Mr. Fogarty. Yes. 

(The information to be furnished follows:) 


CHRONOLOGY—1957 APPORTIONMENTS OF THE NATIONAL INSTITUTES OF HEALTH 


1. June 27, 1956.—Appropriation act passed by Congress and sent to the 
President. 

2. June 29, 1956.—Appropriation act signed by President. 

July 17, 1956.—Apportionment of full appropriation, distributed by quarters, 
submitted to Bureau of the Budget. 

4. July 20, 1956.—Budget Bureau called HEW requesting budget justification 
on program plan for congressional increases over and above President’s budget; 
pending receipt of such material, the Budget Bureau would approve apportion- 
ments only for the first quarter. 

5. July 25, 1956-—-NIH submitted estimates to HEW as to the probable pro- 
gram level (172.5 million) that could be effectively achieved with no sacrifice as to 
technical standards of quality. 

July 30, 1956.—First quarter apportionments approved by Budget Bureau. 
NIH told to proceed with program plans at rate of President’s budget only, 
pending consideration and approval of full program plans by the Budget Bureau 
In those areas where present commitments were already in excess of the President’s 
budget, or where earlier decisions were required for effective programing (for 
example: training grants), these were to receive special consideration. 

7. August 28, 1956.—NIH submitted firm 1957 program plans and objectives 
to PHS. 

8. September 28, 1956.—October apportionment approved by Bureau of the 
Budget. 

9. October 2, 1956.—HEW transmitted NIH program plans to Budget Bureau 
with request for full apportionment of total available funds, 


96100—57——-3 
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10.. October 11, 1956.—Bureau of the Budget held hearing on 1957 program plans 
and related apportionments of funds for balance of the year. 

11. October 12, 1956.—NIH transmitted answers to additional Budget Bureau 
questions on 1957 program plans. 

12. October 17, 1956.—Budget Bureau approved a full year apportionment of 
$172.8 million with the remaining $10.2 million held in reserve. 


EFFECT OF 1957 APPORTIONMENT DELAYS 


Beginning in early June and proceeding throughout July, a series of meetings 
were held by the Secretary with Public Health Service staff including the Surgeon 
General, the Director of the National Institutes of Health, and the several 
Institute Directors, relating to program planning for 1957 and related fund 
requirements for the National Institutes of Health. On the basis of these meet- 
ings, decisions were reached at a very early stage that program planning should 
proceed rapidly with respect to all research and training undertakings, but that 
all necessary steps were to be taken to assure that standards of high quality 
would continue to be maintained with respect to all programs. It was further 
decided that the best judgment of all program leaders would be brought to bear 
to develop estimates of the amounts of money which could be effectively used 
during fiscal year 1957, again applying the same high standards of quality as 
have obtained in prior years. 

Accordingly, program planning at the National Institutes of Health proceeded 
according to the above understandings both in the commitment of funds during 
the first quarter and in the development of plans for the remainder of the year. 
These plans were designed to carry out the research and training programs author- 
ized in the Appropriation Act and/or directed through congressional committee 
reports with the assumption of full availability of the necessary funds for this 
implementation. As early as July 25 the projected requirements of the National 
Institutes of Health were estimated at a minimum dollar level of approximately 
$173 million, as representative of the probable expenditure level that could be 
effectively attained during fiscal year 1957. This was with the full expectancy, 
however, that total available funds would be available for use in the event 
approvable research and training projects should exceed this minimum prediction. 
Approval of this predicted program level was ultimately obtained on October 17, 
1957, after submission of detailed budgetary justifications material and subsequent 
hearings at the Bureau of the Budget. 

The effect of this series of negotiations over the course of 3% months and the 
resultant delay in receipt of firm apportionments had a definite impact on NIH 
program planning. This impact cannot be precisely measured with respect to 
the ultimate savings of approximately $12 million since a good portion of these 
savings could be expected as a normal development in the mounting of a major 
program expansion such as that of the NIH in 1957. On the other hand, the 
major areas of impact as a consequence of these apportionment uncertainties 
can be identified—namely, cancer, mental health, heart and neurology. Each 
of these is discussed below. 


Cancer 


A. Research grants and direct operations.—The time of key program and scien- 
tific directors was diverted from operations to justify need for funds already 
appropriated. No funds were saved which would not otherwise have been saved, 
except possibly in chemotherapy industrial program discussed below. Operating 
staff were concerned with financial uncertainties and were conditioned to think in 
terms of smaller program levels by policy statements of Bureau of Budget. This 
tended to rule out new program approaches, e. g., the chemotherapy industrial 
program could have been touched off in the early winter of 1957 rather than the 
fall of 1957 if the fiscal environment had been one of encouragement. 


Mental health 


A. Research grants.—Of the total funds appropriated it is estimated that $1.1 
million was unspent due to the delay in apportionment. This result was due to 
a combination of two circumstances: namely, (1) inability to recruit staff until 
funds were available; (2) inability of existing staff to discuss research possibilities 
with investigators with any assurance that funds would be available to support 
their studies. 

B. St. Elizabeths project—This large cooperative research effort supported by a 
combination of the resources of St. Elizabeths Hospital and the Mental Health 
Institute suffered a 6 months’ delay as a result of the inability to commit funds 
for it at the start of the fiscal year. 
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C. Psychopharmacology.—The increase in this program based upon specified 
allocations in the Senate appropriations was retarded by at least 3 months by the 
delay in apportionments. Definite commitments could not be made for pros- 
pective staff nor could clear information be given to the research community 
concerning the availability of funds for support of research in this area. 

D. Special problem areas.—The development of special areas such as alcoholism, 
accident prevention, and school mental health, which are of special importance 
to the mental health program was delayed markedly by the delay in apportion- 
ment. Primarily, understandings could not be reached with possible investigators 
until it was known whether or not submissions had any chance of being supported 
in the fields. 

Heart 

A. Research and training grants —These two programs are similar in the need to 
provide potential grantees with (1) reasonable possibility of obtaining financial 
support, and (2) maximum notice of award for operational planning. A training 
application, for example, must be received by November 1, the grant must he 
approved for May 1, so that the grantee institution may be ready for the academic 
year beginning July 1. The 3 months preceding the submission of the application 
are important in developing the training plans to fit the facilities available and the 
program objectives. 

In 1957 the research grants program was materially hampered, since only the 
first-quarter apportionment—which did not provide for projects with later 
starting dates—was approved. It required a full month after the annual appor- 
tionments were released in mid-October to notify the applicants who had been 
approved the previous June . This 4-month delay was responsible, we believe, 
for the loss of several productive research teams—those which were assembled 
for July had turned to other work, and the opportunities to assemble teams for 
January had slipped by—and much delay of research progress on other projects 
(extension of date without further funds). 

Neurology and blindness 

A. Research and training grants.—While the 1957 apportionment delay and its 
related uncertainties had some impact on the initiation and receipt of both 
research and training grant applications last year, this was not thought to result 
in any lasting and serious effects on the 1957 program. On the other hand, a 
repetition of the same type of prolonged apportionment uncertainty with respect 
to 1958 funds would definitely lead to much more drastie results with respect 
to undermining the general confidence of the scientific community in the stability 
of federally supported research. 


Mr. Foaarry. I do not know whether I asked you to give us an 
analysis of what would have resulted from the first apportionments 
that you received from the Bureau of the Budget if they had not been 
adjusted. 

Mr. Ketry. That is this table. 

Mr. Foaarty. On every item? 

Mr. Ketty. Yes, sir. It is identical with that table except it is 
the initial action. 

Mr. Foaarry. I want a little squib on each. I want to find out 
what the Food and Drug Administration would have been prevented 
from doing if those figures had remained as they first were established. 
I want you to do the same thing for Freedmen’s Hospital, Gallaudet, 
Howard University—right down the line, every agency, the same as 
you have given the committee with regard to the reapportionment,the 
second or third—the figures we have before us now. 

Do I make myself clear? 

Mr. Ketty. Yes, sir. This is a table which is identical with that 
except it has only the action which was the first action taken. We 
then submitted to the Bureau of the Budget a statement of the 
reasons why we wanted that increased to bring it to that level, and 
those statements, in effect, would show the people that had been 
employed, or committed, that occasioned us to require more money 
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than they had apportioned, and would fill in the step between the first 
apportionment and the revised apportionment. 

Mr. Fogarty. If that would cover it, all right. 

I think we ought to have these placed in chronological order, so we 
will place in the record at this point, first, a comparison of your request 
for apportionments with the first formal action of the Bureau of the 
Budget, second, the narrative description of the results if that appor- 
tionment had been followed, third, a comparison of your request with 
the apportionments as they now stand after reappraisal, readjusting, 
reanalysis, and so forth, and, fourth, a statement on each program as 
to the result if the reductions made in the first quarter are projected 
on a full-year basis. 

Mr. Ketry. All right, sir. 

(The information referred to follows:) 
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STATEMENTS SHOWING EFFECT OF ORIGINAL BUREAU OF THE BUDGET 
APPORTIONMENTS 


SALARIES AND EXPENSES, Foop AND Drug ADMINISTRATION 








\ 
ist quarter Total Reserves 
Original apportionment requested. _................-- Bates | $2, 293, 000 $9, 508, 000 0 
Original Bureau of Budget approval--.-_-_-.......--..--------- 1, 975, 000 1, 975, 000 $7, 533, 000 
II a tarts tatiana egal thn tgs canes, deg lainiieinns oa Sila | —318, 000 —7, 533, 000 7, 533, 000 


The original apportionment request was for the full amount of the 1958 appro- 
priation, $9,300,000 plus $208,000 of reimbursements, making a total request of 
$9,508.000. Of this amount, $2,293,000 was requested in the first quarter. This 
request was approved in the amount of $1,975,000 for the first quarter and the 
remainder placed in a reserve for contingencies. 

If no adjustment had been made then the effect of this first quarter apportion- 
ment on a projected annual basis would have been as follows: 

1. The Food and Drug Administration would have had to cancel 40 commit- 
ments made to prospective staff members which were in process at the time of 
receipt of the original apportionment; 

2. The 1957 staffing level would have had to be reduced by 60 to 80 positions, 
considering terminal-leave costs and the effect of the 30-day notice requirement. 

3. Preparations for the establishment of a new district office in the Detroit 
area would have had to be abandoned, and 

4. None of the modernization or replacement of laboratory and other scientific 
equipment so desperately needed could have been purchased. 

All of the above actions would have resulted in the program operations of the 
Food and Drug Administration being carried in 1958 at a level lower than that for 
1957 and the degree of protection given to consumers throughout the Nation 
would have been seriously decreased. Such action would obviously defeat the 
purposes and objectives sought by the Citizens Advisory Committee, and disavow 
the intent of the President and the Congress for strengthening the enforcement of 
the food and drug laws. Aside from the disastrous effect upon morale of the 
organization in carrying out its responsibilities to the American people, the impact 
upon the program would result in a decrease in enforcement activities with less 
attention to— 

1. Shipments of subpotent drugs; 

2. Purveyors of quack nostrums catering to the desperately ill; 

3. Cancer and other serious diseases still in a curable state, by removal of 
the false lure of the charlatan; 

4. Health-food faddists catering to the ill and misinformed; 

5. Cases of juvenile delinquency, broken homes, highway deaths, and 
other tragedies from bootlegged drugs; 

6. Injuries from poisonous pesticides and other chemical additives in foods; 

7. Food poisonings from contaminated foods; 

8. Cases of other food-borne infections; 

9. Shipments of filthy, diseased, and decomposed poultry; 

10.. Many tons of insect-infested, rodent-defiled, and decomposed foods 
before they reach the tables of the American families; 

11. Injuries from cosmetics; 

12. Complaints of economic fraud from consumers, honest businessmen, 
and cooperating State and local officials; 


SALARIES AND EXPENSES, GALLAUDET COLLEGE 








' Ist quarter | Total | Reserves 
Original apportionment requested call ‘ $200, 000 | $811, 000 | 0 
Original approval by the Bureau of the Budget__- (oleae 188, 000 | 188, 000 | $623, 000 

: TTT atte b Daa eek sal ain 
Difference... a jak daeteal —12, 000 — 623, 000 +623, 000 


96100—57 4 
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The original apportionment request was for the full amount of the 1958 appro- 
priation plus $81,000 of reimbursements making a total request of $811,000. Of 
this amount, $200,000 was requested in the first quarter. This request was ap- 
proved in the amount of $188,000 for the first quarter and the remainder was 
placed in reserve for contingencies. 

If no adjustment had been made then the effect of the first quarter apportion- 
ment on an estimated annual basis would have been to provide for the operations 
of the college $49,000 below the level of the 1958 appropriation. This reduction 
would have prevented the college from increasing its instructional, administrative, 
and auxiliary staffs by the 13 positions. 

Staff increases are related to the provision of protective and maintenance 
services for the new buildings already completed, under the construction program, 
to the initiation of a program of research into problems of deafness, an area into 
which the college is et equipped to conduct investigations, and the aug- 
mentation of the staff in the remedial speech and hearing department. The 
accreditation report noted these requests and singled out the research program as a 
particularly valuable endeavor. 


ConsTRUCTION, GALLAUDET COLLEGE 


Reserves for 


[st quarter | subsequent Total 
years 
Original apportionment request____..-..-......-.----.-------- $1, 530, 000 $160, 000 $1, 690, 000 
Original Bureau of the Budget approval..............-..-...- 78, 000 1, 162, 000 1, 690, 000 


The original apportionment request was for the full amount of the 1958 appro- 
peation except for $160,000 which was planned for obligation in fiscal year 1959. 

he request was for $78,000 in the first and second quarters for planning funds and 
$1,452,000 in the third and fourth quarters for construction costs. The planning 
funds were apportioned and the remainder of the funds were placed in reserve for 
obligations for subsequent years. This allowance means that construction would 
have to be halted at the level funded by the 1957 appropriation except for planning 
costs. 

The funds were requested to provide a new men’s dormitory and a cafeteria 
and service building. The construction program as a whole is designed to enable 
the college to double its enrollment in the next few years. 

The apportionment allowance does not make provision for letting contracts for 
these buildings in 1958. As a result, the present inadequate and antiquated 
structures would continue to be used when they should be vacated at an early 
date so that they could be renovated or converted to other more suitable uses. 


SALARIES AND Expenses, Howarp UNIVERSITY 








| Ist quarter Total Reserves 
Original apportionment requested. --................----.---. | $924, 000 $4, 200, 000 0 
Original approval by the Bureau of the Budget._._..._.....-. 862, 000 862, 000 $3, 338, 000 


NI io in on sin nd db ihe ocshis tie iekn tinbbe ddsue —62,000 | —3, 338, 000 +3, 338, 000 


The original apportionment request was for the full amount of the 1958 appro- 
priation, $3,800,000 plus $400,000 in reimbursements making a total request 
of $4,200,000. Of this amount, $924,000 was requested in the first quarter 
This request was approved in the amount of $862,000 for the first quarter and 
the remainder placed in a reserve for contingencies. 

If no adjustment had been made then the effect of this first quarter apportion- 
ment on an estimated annual basis would have been to hold the operations of the 
university to the 1957 level of operation. 

The apportionment allowance of the Bureau is approximately $250,000 below 
the amount requested on an estimated annual basis. This will prevent the 
university’s filling 76 positions which were to be used for improving the student- 
teacher ratios in the college of liberal arts, the graduate school, the schools of 
architecture and engineering, and for augmenting the remedial program for 
freshmen students. 
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These ratios were termed deficient in the report of the Middle States Associa- 
tion of Colleges and Secondary Schools in 1954. Since that year staff increases 
have merely been aimed at keeping pace with increasing enroliments and have 
not been sufficient to provide an improvement in the teacher-student ratios. 4 

In the case of Howard University, remedial courses are particularly important 
because incoming students frequently lack adequate preparation in academic 
areas basic to collegiate training. 


SALARIES AND EXPENSES, OFrrIcE OF EDUCATION 





| lst quarter Total Reserves 
| 
| 


Original apportionment request-__. 


hese tree aeanibertncaseilnwidl $3, 065, 000 $7, 045, 000 
Original approval by the Bureau of the Budget_--_......-- a 


0 
2, 525, 000 2, 525, 000 $4, 520, 000 


Wiliieendt to heise isd i. oh) eee Sad | 640,000 | —4, 520,000 | +4, 520, 000 


The original apportionment request provided for the full amount of the 1958 
appropriation of $7 million plus estimated reimbursements of $45,000 making a 
total of $7,045,000 requested. Funds in the amount of $2,525,000 were approved 
for the first quarter and the remainder was placed in reserve for contingencies. 
If this apportionment were not adjusted there would be the following effects: 

1. The increase for staff provided in the 1958 appropriation of 14 additional 
positions could not have been filled. Most of these positions would be used to 
augment the administration of the cooperative research program by providing 
specialists who could evaluate studies and offer advisory services in the fields of 
education of the mentally retarded, education of the aging, and education beyond 
the high school. 

2. The cooperative research program would have had to be held to a level 
which would have only permitted the continuation of projects begun in 1957 
and would have allowed no funds for new projects in 1958, thereby necessitating 
cancellation of agreements entered into in the fiscal year 1958, totaling approxi- 
mately $200,000. The success of this program depends on its cooperative nature 
whereby universities and other public institutions guarantee to contribute man- 
rte facilities, and funds to each project in conjunction with a payment of 

ederal funds approximately two-thirds of the cost of the project. Experience 
to date shows that cooperating agencies are contributing about one-third of project 
costs. By preventing the initiation of new projects financed and paid by Federal 
funds in the second year of operation of the program, we would stifle the enthusiasm 
of educational researchers for this program and the program would be hampered 
from accomplishing its avowed purpose of providing answers to basic educational 
problems. 


GRANTS TO STATES AND OTHER AGENCIES, OFFICE OF VOCATIONAL 
REHABILITATION 











Ist quarter Total | Reserves 
Gusbtete enigma are erat rn eee 
Original apportionment requested __.............-....-.-... -| $11, 830,000 | $45, 100, 000 
Original Bureau of Budget approval. ___.....................- | 11, 830, 000 44, 400, 000 $700, 000 
Difference... .... ssieaebitcns haan tee 0| 700,000} +700, 000 
| | 





The original apportionment request was for the full amount of the 1958 appro- 
priation, $45,100,000. Of this amount, $11,830,000 was requested in the first 
quarter. This amount plus funds for the second and third quarter were approved 
in full but $700,000 of the fourth quarter request was placed in a reserve for 
contingencies. 

Since the allotments for grants to States are made on the basis of statutory 
formulas, the principal effect of this action would be to retard the growth of the 
vocational rehabilitation program in the area of research and demonstration 
projects. These projects are designed to develop new techniques and to demon- 
strate the effectiveness of different methods of assisting seriously disabled persons 
with various types of disabilities. Under the approved apportionment, it would 
not be possible to accelerate this program through the initiation of selected new 
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research and demonstration projects. Approprimately 20 demonstration projects 
in such areas as the mentally retarded, cerebral palsied and epileptics would be 
affected by this reduction. These 20 projects represent two-thirds of the planned 
annual program in this demonstration area. 


TRAINING AND TRAINEESHIPS, OFFICE OF VOCATIONAL REHABILITATION 

















ist quarter Total Reserve 
Original apportionment requested - -...........- bitin Benne. $3, 900, 000 $4, 400, 000 0 
Original Bureau of Budget approval--_--_.........._- eeageod : 2, 995, 000 2, 995, 000 $1, 405, 000 
I DR cig dite hd nis cenncowss nde wawetnehen —905, 000 —1, 405, 000 +1, 405, 000 


The original apportionment request was for the full amount of the 1958 ap- 
propriation, $4,400,000. Of this amount, $3,900,000 was requested in the first 
quarter. This request was approved in the amount of $2,995,000 for the first 
quarter and the remainder placed in a reserve for contingencies. 

The first quarter apportionment was almost entirely for long-term training and 
traineeships. If this apportionment had not been changed the effect on the 
program on an annual basis would have been as follows: 

(1) At the same time that funds for expanding the basic vocational rehabilita- 
tion program were being provided, funds for increasing the supply of essential 
trained personnel would be denied. 

(2) Cooperating educational institutions were given tentative allotments for 
planning purposes after favorable congressional action on the 1958 budget. The 
arrangements made by these institutions would have been affected by necessary 
reductions in grants. Future cooperative relationships with these institutions 
would have been seriously affected. 

(3) No new fields of special need could be entered, such as the field of speech 
and hearing therapy where lack of trained workers retards efforts to improve and 
broaden rehabilitation services. 


SALARIES AND ExpENsEs, OFFICE oF, VOCATIONAL, REHABILITATION 





Ist quarter Total Reserves 





Original apportionment requested __-.-.......-...-....-..-- $317, 900 $1, 330, 000 0 
Original Bureau of Budget approval. .__........-- : 307, 850 307, 850 $1, 022, 150 
I ii ba hii ictshnndathibbincccintn Sidaticnsenie —10,050 | —1,022,150| +1, 022, 150 


3 





™ The original apportionment request was for the full amount of the 1958 appro- 
priation $1,330,000. Of this amount, $317,900 was requested in the first quarter. 
This request was approved in the amount of $307,850 for the first quarter and the 
remainder placed in a reserve for contingencies. 

If no adjustment is made, the effect of this first quarter apportionment would 
permit no program increases in 1958. The 1958 appropriation request provided 
a program increase of $98,600 representing an increase of 19 positions to be 
added to the field staff. The current level of operation would not permit the 
filling of these new positions designed to— 

(1) strengthen the State programs in the field and give greater emphasis 
to the rehabilitation of the severely disabled, especially in terms of stimulating 
and screening applications for demonstration projects designed to put into 
effect as promptly as possible the results of research projects; and 

(2) strengthen the coordination of the activities concerned with the new 
cash disability provisions of the Social Security Act with the administration 
of the vocational rehabilitation program. 
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ASSISTANCE TO StTaTES, GENERAL, PuBLIC HEALTH SERVICE 











Ist quarter | Total Reserves 
Original apportionment requested___...............-- ....--.-| $18, 453/200 $22, 786, 000 0 
Original Bureau of Budget approval. , a al 18, 290,600 | 18, 290, 600 $4, 495, 400 
Geena 5D 560.5 BGR RG hh st hic cnnnnnnnannns —162, 600 | —4, 495,400 | #4, 495, 000 





The original apportionment request was for the full amount of the 1958 appro- 
priation $22,592,000 plus $194,000 of reimbursements, making a total request of 
$22,786,000. Of this amount, $18,453,200 was requested in the first quarter. 
This request was approved in the amount of $18,290,600 for the first quarter and 
the remainder placed in a reserve for contingencies. 

If no adjustment had been made then the effect of this first quarter apportion- 
ment on an estimated annual basis would have been as follows: 

All operations would be held at the eurrent level. Provision would be made for 
budgeted increases in formula grants and in public-health traineeships. It would 
be impossible to expand the programs for (1) health of the aged and chronic 
disease and (2) accident prevention, as had been budgeted, 


SANITARY ENGINEERING Activities, Pustic HeatrH SERVICE 


Ist quarter Total | Reserves 





Original apportionment requested _. --_- sil. seen --| $6,817,000 | $13, 484, 000 0 
Original Bureau of Budget approval. ..-.......--. aivaanen 5, 277, 000 | 5, 277, 000 $8, 207, 000 
Diflerenee. « . ond ene kaso ene--snccsnbsnccuenseseessues-| ~1,640,000| —8,.207,000) +6207, 0 


The original apportionment request was for the full amount of the 1958 appro- 
priation $12,640,000 plus $844,000 of reimbursements, making a total request of 
$13,484,000. Of this amount, $6,817,000 was requested in the first quarter. 
This request was approved in the amount of $5,277,000 for the first quarter and 
the remainder placed in a reserve for contingencies, 

If no adjustment had been made then the effect of this first quarter apportion- 
ment on an estimated annual basis would have been as follows: 

This reduction would hold direct operations to the current level. Assuming 
that it is intended to increase the State grants as budgeted (this has already been 
approved by the Secretary), it would mean a reduction in the current level of 
grant support for air-pollution research. It would be impossible to activate the 
program increases for air-pollution control and water-pollution control. 

Public Law 159 providing for research and technical assistance relating to air 
pollution is a 5-year program; 1958 is the third year of operation. $5 million was 
authorized for each of the 5 years. As appropriated and as recommended in the 
apportionment, the program level for air-pollution work is only $4 million. 

The increases recommended for water-pollution control stem from the enact- 
ment of Public Law 660 of the 84th Congress. Needs recognized in the new act 
which were not implemented in 1957 and for which funds were budgeted for 1958 in- 
clude: (1) a national research program designed to bring to bear on the pollution pro- 
gram available but untapped research potentialities through direct Publie Health 
Service research, contracts, and grants; (2) a program of water quality data 
collection as the basis for the more orderly development of State and Federal 
water-resource programs; (3) a program of technical consultation, demonstrations, 
and training designed to meet State requests for aid in field studies and to foster 
and encourage the use of new sewage and industrial waste treatment and pollution- 
abatement developments superior to those presently employed. 








26 


GRANTs FoR WssTE TREATMENT Works ConstrRuctTION, Pustic HEALTH SERVICE 








1st quarter Total Reserves 
Original apportionment requested. --.................-..-.--.- $57, 057, 673 | $57, 057, 673 0 
Original Bureau of Budget approval. -__.................-.---. 13, 000, 000 13, 000, 000 $44, 057, 673 
Ue teeter —44, 057, 673 | —44,057,673 | +44, 057, 673 





The original apportionment request was for the full amount of the 1958 appro- 

priation $45 million plus $12,057,673 carried over from 1957 and available for 
obligation, making a total request of $57,057,673. The total amount was re- 
quested in the first quarter inasmuch as the full amount is allotted to the States 
immediately in order that their planning can be tied in with total funds available. 
This request was approved in the amount of $13 million for the first quarter and 
the remainder placed in a reserve for contingencies. 
} The Bureau of the Budget has assured the Department that there is no intention 
of decreasing the availability of the full 1958 appropriation. They advise that 
their action is designed to provide sufficient funds to cover the estimated obliga- 
tions which will occur in the first quarter instead of following last year’s practices 
of apportioning the total annual amount in the first quarter. Based on the as- 
surance given, the Department has proceeded by making allotments to the States 
to the full extent authorized by the basic act. This is being done on the premise 
that, if actual obligations during the year materialize at a rate higher than that 
allowed, sufficient funds will be apportioned later by the Bureau. 


Hospirats AND Mepicat Car, Pusitic Heaura SERVICE 





| Ist quarter | Total Reserves 
| 
Original apportionment requested._..........-......-----.-.- $14, 329,450 | $48, 191, 900 | $252, 000 
Original Bureau of Budget approval. .-.........-....-.---..---- 13, 178, 000 13, 178, 000 1 —35, 300, 200 





I on cdksmuckt cnabetsbundsadectébscccotscesentuss —1, 151, 450 | —35, 013, 900 | +35, 048, 200 


1 The Bureau of the Budget increased the estimate of reimbursement by $34,300 and added this amount 
to the reserve. 


The original apportionment request was for the full amount of the 1958 appro- 
priation $44,399,000 plus $4,044,900 of reimbursements, making a total request 
of $48,443,900 of which $252,000 was recommended to be placed in a reserve for 
contingencies. Of this amount, $14,329,450 was requested in the first quarter. 
This request was approved in the amount of $13,178,000 for the first quarter 
and the remainder placed in a reserve for contingencies. 

If no adjustment had been made then the effect of this first-quarter apportion- 
ment on an estimated annual basis would have been as follows: 

One million dollars of the reduction would make it necessary to hold the nurse 
traineeship program to the 1957 level of $2 million, despite the extensive planning 
for expansion which has been done by all of the cooperating educational insti- 
tutions which have been aware of the status of this appropriation as it was 
approved by the House and Senate and signed into law. Here involved are 
commitments to faculty members and to prospective students, many of whom 
are leaving responsible positions to participate in the program. 

The remainder of the reduction, $151,450, would impair the ability of the 
hospitals to increase staff in proportion to the patient load increases which now 
appear to be in prospect above the level contemplated in the budget, and to 
meet the increased cost of subsistence and other supplies incident to treatment 
of these additional patients without sacrificing items for program improvement 
which were approved in the President’s budget as a means of improving the 
quality of patient care. 
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FOREIGN QUARANTINE SmuRVICE, Pusitic HeattH SERVICE 











1st quarter Total | Reserves 
ph sieceiihee tei henson 
Original apportionment requested ___...............-.-.-.---- $1, 006, 500 $4, 026, 000 0 
Original Bureau of Budget approval._...............-.--..---- 936, 000 936, 000 $3, 090, 000 
ic inl sine sadeieminiiekdadnita eae | —70, 500 | —3, 090,000 | +3, 090, 000 





The original apportionment request was for the full amount of the 1958 appro- 
priation, $3,876,000 plus $150,000 of reimbursements, making a total request of 
$4,026,000. Of this amount, $1,006,500 was requested in the first quarter. This 
request was approved in the amount of $936,000 for the first quarter and the 
remainder placed in a reserve for contingencies. 

The amount available falls short by a few thousand dollars of providing for the 
1957 level of operations plus mandatory increases, such as retirement contribu- 
tions and annualization of the 1957 increases providing for increased staffing of 
the visa applicant inspection service in Europe. . Entirely eliminated would be the 
two program increases which were recommended in the President’s budget and 
approved by the Congress: 

(1) Program for the control of yellow fever, necessitated by the continuing 
northward movement of this disease in Central America and in Mexico. The 
program proposes (a) to establish three entomological units to determine the 
presence and abundance of vector mosquitoes on conveyances, at airports, and at 
dock areas in the yellow fever receptive areas; (b) to undertake eradicative meas- 
ures against these vectors at these places; (c) to initiate pilot studies to determine 
the total distribution and density of potential mosquito vectors, and to discover 
new vectors, if any; and (d) to evaluate methodology, costs, and applicability of 
procedures to other areas of importance, and to determine the feasibility of ex- 
tension of this work to other important receptive areas. 

(2) Extension of inspectional coverage at airports. This is necessary to meet 
the increased workloads in international traffic. The number of persons arriving 
by aircraft and inspected for quarantine in 1956 showed as increase of 24 percent 
over the previous year. Further increases are unquestionably to be expected. 
Present staff is not adequate to service the expanded facilities recently constructed 
at the New York International Airport. 
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Nationau InstiTuTEs oF HEALTH 



































Ist quarter apportionment 2d, 3d, and 
Activities | Total a ee 
| funds in 
Requested Allowed | Difference reserve 
th | | ff 
| 
Grants: 
Research projects_.........-.-.-------~-|99, 345, 000 |$82, 526,000 ($67,341,000 ($15, 185, COM |$16, 819, 000 
Research fellowships. ...........-..-- 6. 440,000 | 1,496,000 | 1,496,000 | 0 | 4,944, 000 
Oe .-| 32,932,000 | 25, 246,000 | 25, 246. 000 0 | 7,686,000 
Control grants to States.._.....___- 8, 375.000 | 8,375,000 | 8,375,000 | 0 0 
Field investigations. ---_-.....-.-.--.-- 1,900,000 | 1,400,900 | 1,400,000 9 500. 000 
"Tote: erates... .2 5.52 52.2 --------|148, 992, 000 /119, 043, 000 1103, 858, 000 | 15, 185,000 | 29, 949, 000 
Direct onerations: aetna BAER dino ofA isn ie Sean wiaat 
Research: | 
Direct operating funds_____---- | 22, 756, 400 5, 908, 000 | 5, 193, 000 | 715,000 | 16, 848, 400 
an eee eee estes ee. = ies = 
Reimbursements: | | 
Clinical Center services.....-- 7,829,000 | 1,942,000 | 1, 700,000 242,000 | 5,887, 000 
Research services. =e 7, 331, 600 1, 742,000 | 1,662,000 | 80, 000 5, 589, 600 
Russian translation_-.---.-- (209, 009) | (150, 000) | (150, 000) 0 (59, 000) 
Total reimbursements._-| 15, 160,600 | 3, 684, 000 3, 362,000 | 322,000 | 11,476,609 
Total research_.__...____| 37,917,000 | 9,592,000 | 8,555,000 | 1,037,000 | 28, 325, 000 
Biologics standards: ee ee ee eae aon 2 + 
Direct operating funds-_-_._------ 1, 627, 000 | 395, 000 | 353, 000 | 42, 000 1, 232, 000 
Reimbursements (research serv- } 
BD nhagunsinseds phicecmiaiek | 478, 000 | 117, 000 | 117, 000 0 361, 000 
Total biologies standards _ --| 2,105, 00 | 512, 000 470, 000 42, 000 1, 593, 000 
Review and approval: Ce ea aha saad hot 
Direct operating funds......-.---- 1, 941, 000 434, 000 245,000 | 189,000 | 1,507,000 
ORE EINER one cep necennnss- 1, 269, 000 305, 000 280, 000 25, 000 964, 000 
Total review and approval-.-.-.- 3, 210, 000 739, 000 525, 000 214,000 | 2,471,000 
Training activities....................- 304, 000 | 69, 000 34, 000 25, 000 235, 000 
Professional and technical assistance_._| 16,254,000 | 7,941,400 | 6,810, 400 1,131,000 | 8, 312, 600 
Dental resources........-....--------- | 301, 000 81, 450 | 74, 600 | 16, 850 209, 550 
Administration: ee One ee ce 
Direct operating funds_..........- 834, 000 214, 000 | 180, 000 | 24, 000 620, 000 
Reimbursements. ....-..-.....-.--| 1,266,000 | 321, 000 | 298, 000 23, 000 945, 000 
Total administration. ._..... ...} 2,100,000 | 535,000 | 478.000 | 57,000 | 1, 545, 000 
Total direct operations......... | 62, 191,000 | 19, 479,850 | 16,947,000 | 2,532,850 | 42,711, 150 
satan iihlaceiainteennt |211, 183, 000 |138, 822, 850 |120, 805,000 | 17,717,850 | 72, 660, 150 
' | 





STATEMENT COVERING THE Errects or ORIGINAL BupcetT BcrREAU APPROVED 
APPORTIONMENTS FOR APPROPRIATIONS OF THE NATIONAL INSTITUTES OF 
HEALTH IN RELATION TO PROGRAM IMPACT 


The original approval of the Budget Burean provided NIH with a first quarter 
apportionment which was calculated by the Bureau of the Budget to be roughly 
equivalent te the going rate. The basis of the calculation for research grants was 
the continuation level for the current program with little or no provision for s"p- 
port of new grants. The basis of the calculation for direct operation was the 
1957 third quarter expenditures plus one quarter of 1958 mandatory increases 
The latter included annualization of the 1957 program, wage board increases and 
social security and retirement. Actually such an apportionment was @ gross 
underestimation of the going rate since planned employment increased thronghont 
the entire period of fiscal 1957 and anticipated allowances within the President’s 
budget. This emplovment continued to increase during the first month of this 
quarter. Apart from actual employment, named commitments had been made 
to a number of scientists which would serve as a further source of embarrassment 
were it impossible to employ them during the present fiscal year. It should be 
emphasized, however, that it was the belief of the National Instit:ites of Health 
that this difference between a going rate calculated on a basis of the third quarter 
of 1957 and the actual going rate, together with commitments at the present 
moment, could probably be resolved in negotiations with the Bureau of the 
Budget. 











4 29 


More serious questions related to the general availability or nonavailability of 
the total appropriation on an annual basis. Under consideration at the time was 
a formal request by the Department for reapportionment covering both the first 
quarter reduction of $17,717,850 and the full apportionment for the entire fiscal 
year. Were apportionments as those originally approved to obtain throughout 
the fiscal year, even with some adjustment to bring them in line with the current 
going rate, there would have been very serious adverse effects on the programs 
conducted by the NIH, as summarized below: 


RESEARCH GRANTS 


General research and services, NIH 


The reserve placed against the research grant item in this appropriation would 
have had a serious adverse effect in the broad area of noncategorical research 
programs on which all medical research is based. More specifically, it is generally 
recognized that the rate of acquired basic knowledge is, and will continue to be, 
the basic limiting factor to significant findings in the categorical research areas of 
Heart, Cancer, Arthritis, and other Institutes. Under the original apportionment 
it would have been possible to spend only at the rate required for continuation 
grants, i. e., to continue research covered by grants already in operation. It 
would not have been possible to award any significant amount or significant 
number of the new grants that were considered at the June couneil meetings or 
which will be considered in October or in February. Because of the nature of the 
programs operated under this appropriation, it is impossible to point to specific 
medical areas that would have been seriously hampered by this program. But it 
is important to emphasize that the ability ot each of the categorical institutes to 
achieve its objectives has as a continuing requirement the broad support of 
research, the moneys for which are contained within this program. 


Cancer Institute 


Although the Bureau of the Budget allowed the total sums for contract research 
in the field of cancer chemotherapy, they did not allow grant support which is 
essential for the overall development of a balanced program in this area. Conse- 
quently if the approved apportionment had held, certain of the funds in the con- 
tract area would have had to be utilized to support research conventionally carried 
through the research grant mechanism thus precluding an even approximate ap- 
proach to effective utilization of the industrial potential of this important field. 
New grants of this general nature have been programed in the calculations of 
the National Cancer Institute to the extent of approximately $1 million. In 
addition, and having a direct impact on cancer chemotherapy, would be the non- 
availability of some $500,000 of program money planned for support of genetic 
centers so as to provide an adequate number of genetically pure mice for test 
purposes. Further, the development of new and more adequate screening devices 
in university centers, programed for some $500,000 during the current year, would 
have been impossible under the present apportionment. In toto, the cancer 
chemotherapy program would lack support to the extent of a planned program of 
$2 million. Other areas in the cancer research program would have been affected 
adversely to an equal extent. The National Cancer Institute would have been 
particularly hampered by an inability to take advantage of the striking opportu- 
nity just opening in the field of viruses and cancer. The opportunity for new 
knowledge in this area is so great that studies over the next year or two could well 
revolutionize our thinking relative to the origin of cancer, 

Mental health activities 

The mental health program is one which has progressively expanded in scope 
in recent years and consequently would have been particularly hard hit by the 
concept that only continuation grants will be supported. As a result of con- 
gressional interest during the past year, it has been possible for this Institute to 
stimulate the type of multidisciplinary research, which in the final analysis must 
be performed if important problems relative to mental health are to be resolved. 
To be more specific the following programs would have been held at present 
levels: 

Psychopharmacology currently programed on a level of $2 million. 
Aberration of child development and problems relating to a resolution of 
the difficulties of the aging, currently programed at $1 iillion. 

In addition, title V programing under new legislation which is aimed at studies 
and demonstrations to curtail long-term hospitalization of the mentally ill would 
be essentially inoperative under the original allocation of funds. 


96100—57——-5 
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National Heart Institute 


Probably the most important area that could not go forward within the Heart 
Institute under the original apportionment approval relates to the establishment 
of a limited number of aging research centers. Quite recently the first of these 
to be established at Duke University was announced as a result of June Council 
action: Within the funds contained in the congressional appropriation were 
moneys which would establish two more of these centers on much the same basis 
as the Duke program. After much discussion relative to the problems of aging, 
it is the opinion of the NIH that the establishment of these centers will constitute 
the first forward step of a concrete nature aimed at a resolution of the manyfold 
problems in this area. A second area which suffers heavily under the original 
approval of apportionments relates to the need as expressed at the hearing for 
support of research relative to the secondary cardiovascular effects of influenza. 
The National Advisory Heart Council specifically earmarked $250,000 of new 
money for these studies which would be in addition to those aimed at a current 
understanding of the basic nature of the influence of infection. The Heart In- 
stitute has been fortunate in recent years in having a progressive upswing of re- 
search in cardiovascular diseases. A delay at this stage of development would 
have had a serious adverse effect on this area in the present fiscal year. Such 
productive research as has led to lowering of mortality, of hypertension, and to 
classification of processes of arteriosclerosis and general heart diseases could not 
be expected to progress at the optimal rate. 


Dental health activities 

Generally speaking the most serious adverse effect of the original apportion- 
ment approval relating to this appropriation relates to the development of a 
sound well-rounded program. In the program for 1957, funds are available for 
the first time to introduce into the dental area scientists of diversified skills that 
can contribute to the program. Heretofore, this was not characteristic of re- 
search afforded this appropriation. The new funds available are small but none- 
theless important in order to maintain expansion of research in these areas on an 
expanded scale. 


National Institute of Arthritis and Metabolic Diseases 


The program of this Institute would have been particularly hard hit by the 
apportionment since this Institute has consistently run backlogs of large dollar 
magnitude covering work which could not be supported by the appropriation. 
Wholly apart from this generalization, however, two areas would have been 
specifically cut beyond the ability to run even a reasonable program, namely, 
program of gastroenterology for which $500,000 was earmarked in the appropria- 
tion language; and the program of grant support in the field of physical biology. 
The latter has many ramifications not only because this is important to the many 
categorical activities covered by the other Institutes but also because the need 
for information in this area to serve as a basis for a sound program of target re- 
search in the field of radiation health requires special note. 


National Institute of Allergy and Infectious Diseases 

The apportionment of funds in this area would have had a very deleterious 
effect on the planned program for this Institute. 

In the first place the general program of this Institute, as in the case of the 
Arthritis Institute, has had a large number of approved research grants which 
could not be paid because of lack of funds. Nevertheless, in spite of this shortage, 
it was deemed advisable to reserve $350,000 in order to be able to provide funds 
for study of the influenza epidemic predicted for the coming year. Studies would 
be conducted to learn more about the virus diseases in general and more specifically 
influenza as a specific disease. Despite its prevalence and the epidemic of 1918, 
relatively little is known about this disease today, and it certainly would be un- 
fortunate if we do not acquire more information in the course of the probable 
small epidemic which seems certain to obtain this year. 
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National Institute of Neurological Diseases and Blindness 


The primary deficiencies in this activity during the present year in the face 
of the original approved apportionment relate to complete inability to initiate 
studies on hearing loss and speech difficulty. These activities were programed at 
the level of $500,000; in addition planned expansion of programs on multiple 
sclerosis; process of aging of the nervous system, and the neurologic sequeae of 
infectious diseases cannot be undertaken. The plans for studies of perinatal 
involvement would have had to be held at the present level instead of going for- 
ward as planned in the present congressional budget. Apart from these specific 
categorical programs, the approved apportionment would involve a general slow- 
down on fundamental studies in the basic sciences and the more practical applied 
studies would have been held to the present level. 


DIRECT OPERATIONS 

National Cancer Institute 

The curtailment of direct operations required by the apportionment would 
have had a particularly disastrous effect on the pursuit of new leads. These 
leads include systematic study of the virus origins of cancer, the systematic 
exploration of germ-free life, the study of transmissibility of cancer, and the 
expansion of field investigations planned to relate factors involved in carcinogensis 
and certain specific population groups. 


National Institute of Mental Health 


The most important impact of the originally approved apportionment would 
have been the essential elimination of the new programs planned on a collaborative 
basis with St. Elizabeths Hospital. In addition, it would have been impossible 
to expand Psychopharmacology Service Center so as to enable it to perform its 
essential functions this year. Finally, any broadening of research relating to 
psychiatric and psychological impact of aging would be impossible. 

National Heart Institute 

Apart from the general research covered by this appropriation gerontological 
research would have suffered. This program is a key program in the overall 
study of aging supported by the National Institutes of Health in that it serves 
as a pattern for university centered operations described above. Furthermore, 
it would haye been impossible to provide support for planned studies involving 
gerontologic pathology, the action of drugs on hypertension, and intensification 
of an effort to explain the basic causes of arteriosclerosis. 


Dental health activities 


The apportionment would have curtailed the present program in human 
genetics conducted by the Institute. This would be most unfortunate since it 
is becoming clear that many problems of dental caries and tooth and mouth 
development are genetically influenced. 

Allergy and infectious diseases 

The primary impact of the apportionment of programs conducted under this 
appropriation would have been on a doubling in the current programs relating 
to the epidemic of the coming year. It has been possible to reprogram activities 
in the Laboratory of Infectious Diseases and to use dollar increases in the Presi- 
dent’s budget and approved by Congress to conduct research designed to identify 
precisely the character of influenza during the coming year. The amount of 
reprogramed funds derived from other areas in the Institute comes to $51,000. 
In addition, as a part of the direct operation, it was proposed to establish in fiscal 
year 1958 a vigorous program in germ-free research, and to establish a field 
laboratory in Panama to study certain problems relating to arthropod-borne 
virus diseases which are the common interest of tropical areas and our Southern 
States. This would not only enable the initiation of studies in Panama, but also 
the initiation of collaborative activities with the Walter Reed Army Medical 
School, the National Naval Medical Center, and the Gorgas Hospital in Panama 
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Arthritis and metabolic disease activities 


The effect in this Institute can be stated very briefly: The programs in germ- 
free research, gastroenterology, physical biology, and mathematics and in radiation 
health would not be started even on the modest scale planned as the essential 
year of long-range development. These programs received special congressional 
interest and increases were appropriated to permit them to be initiated in 1958. 


Neurological and blindness activities 


Some of the most significant programs affected by the curtailment of funds 
available for direct operations in the Neurological Institute under the original 
approved apportionment are the following: Elimination of a planned program in 
the culture of nerve tissue, curtailment of the instrument development program 
aimed at more precise brain scanning for the purpose of localizing of brain tumor, 
to elimination of a vitally needed bacteriological unit in ophthalmologic research, 
and the serious curtailment of the proposed program in neurochemistry. 


OTHER DIRECT OPERATIONS 
Review and approval 

Review and approval is mentioned in this memorandum merely to emphasize 
that when a relaxation of the apportionment structure was obtained so that the 
total grant dollars became available for support of the NIH program, then the 
direct operation funds earmarked for review and approval were essential if these 
programs were to have wise review and prudent management. 

In addition, in response to a need posed not only by the staff at NIH but also 
the Senate Appropriations Committee there has recently been initiated an 
analytical group whose function will be the development of systematic data on 
medical research and training supported by NIH as well as similar program 
support by other agencies. his is a striking deficiency in our knowledge of the 
structure of medical research and training that we cannot hope to have satisfied 
by the normal operation of National Science Foundation. The latter has the 
very broad mission of analysis in relation to support of science generally, whereas 
the intensive study of our operating programs is the cornerstone upon which the 
program of analysis at NIH is planned. 


Management fund 

One of the items emphasized in the NIH request for reconsideration of the 
apportionment by the Bureau of the Budget was the level of service area planned 
under the NIH management fund which was established in the appropriation 
language in June of this year. The budget levels projected for the fund inelude 
reimbursements from all Institutes and would provide for minimal services to 
patients in the Clinical Center organization, to scientists through research and 
business-type services, and to NIH management for purposes of program leader- 
ship. This multiple-purpose fund breaks down into many details but mention 
will be made here only of the Clinical Center as a representative example. In this 
area, the reduction in funds under the original approval would have meant. cur- 
tailment of plans relating to hours of nursing services, to nutrition services for 
metabolic studies, and to clinical pathology services. 


Biologics standards 

The final item of importance relates to the conduct of the NIH biological control 
function where it has been possible within the congressional increases to effec- 
tively maintain the influenza-vaccine program. However, if we had been unable 
to utilize all funds available, it would have been difficult if not impossible to con- 
tinue active surveillance relative to polio vaccine and at the same time to expand 
activities to increase this activity with respect to influenza, 
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OpERATIONS, NATIONAL LIBRARY OF MEDICINE 


ist quarter Total Reserves 
eee ee eens Semen  auhouedenchnehaccckeuenan $359, 000 $1, 450, 000 0 
Original Bureau of Budget approval. .___.........-_-..-..---- 356, 000 355, 000 $1, 095, 000 
SI il aoa sick nahh nish eanliteh odl tan eal quia 4, 000 LAI fectavenseoncie 


The original apportionment request was for the full amount of the 1958 appro- 
riation $1,450,000. Of this amount, $359,000 was requested in the first quarter, 
his request was approved in the amount of $355,000 for the first quarter and 

the remainder placed in a reserve for contingencies. 

This reduction, although small, cuts substantially into the few program increases 
which were provided by the budget: (1) Funds to pay reclassified salaries of libra- 
rian positions, action on which is now pending approval of the Civil Service Com- 
mission; (2) night opening of the library to meet the needs of its users; and (3) 
photographic equipment purchases as replacement of items mostly of prewar age 
which have deteriorated through continued use; failure to make these replace- 
ments will reduce substantially the quality and quantity of reference service pro- 
vided to users of the library. 


Salaries and expenses, Public Health Service 


| 











| Ist quarter Total Reserves 
— —— ——- -—— —- ———— - ——_—- —-.+— —_ — _ —- —— — — orp ne tpareientem alerts piepntsrinelehe 
| | 
Original apportionment requested _| $1,225,875 | $5, 145, 000 | 0 
Original Bureai of Budget approval. - Seiad aie 1, 192, 000 1, 192, 000 | $3, 953, 000 
Difference _... . ‘ins sia ; SR.00D 1... ROI hic. ccsree 


| 








The original apportionment request was for the full amount of the 1958 appro- 
priation, $5,100,000, plus $45,000 of reimbursements, making a total request of 
$5,145,000. Of this amount, $1,225,875 was requested in the first quarter. This 
request was approved in the amount of $1,192,000 for the first quarter and the 
remainder placed in a reserve for contingencies. 

If no adjustment had been made then the effect of this first-quarter apportion- 
ment on an estimated annual basis would have been as follows: 

The reduction made in this account will require serious retrenchment of planned 
operations in the following areas: 

(1) The national health surevy: A reduction here would eliminate or curtail 
the program of studies which are now underway to validate the household survey 
results. The importance of this was recognized in the authorizing legislation as 
an essential aspect of the program. Without such validation the household sur- 
vey results have limited value since, as new types of health information, they 
would stand without any criteria or prior experience to guide their correct 
interpretation. 

(2) Immediate Office of the Surgeon General: Experience during the past year 
has demonstrated the need for an increase in the staff of this Office to permit the 
carrying out of the responsibilities incident to new substantive legislation. 

(3) Property management and other general services. Personnel are required 
to establish and maintain an adequate real property management program in 
accordance with GAO Accounting Systems Memorandum No. 32, which imposes 
the responsibility of a holding agency on the Public Health Service. 
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(4) Financial management and audit program. *The Internal Audit Section 
must be staffed sufficiently to conduct an annual audit of each of the 34 major 
accounting points and .84.satellite stations. This is a significant part of the 
program of the Public Health Service for the improvement of financial manage- 
ment, and is essential to the accomplishment of the objectives of Public Law, 863. 

(5) Training and recruitment of personnel. Additional staff is required to 
bring this program’s effectiveness into line with the increasing demands and 
ey placed upon it by the new and expanding operating programs. 

n general it would have been necessary to make a downward adjustment in 
several of the activities in order to stay within the proposed apportionment. 
ane would involve a reduction in force or furloughing of employees already on 

uty. 
Sr. Exizaretus Hosprrau 


The Bureau of the Budget reduced the 1958 apportionment request for St. 
Elizabeths Hospital by placing $26,138 in reserve for contingencies. This action 
was taken by the Bureau of the Budget to adjust for an estimated decrease in the 
number of patients that can be financed by reimbursements from the District 
of Columbia. Present funds available to the District to finance patients at St. 
Elizabeths falls short of the estimated requirements by the amount placed in 
reserve. 

SALARIES AND EXPENSES, CHILDREN’S BUREAU 

















Ist quarter Total Reserves 
Original apportionment requested - - _.............-.-.-.---- | $495, 000 $2, 022, 000 0 
Original Bureau of Budget approval. _-__.......--.-.-.------.-.| 476, 000 | 476, 000 $1, 546, 000 

[ene ciniaetelsh diane lo nlslieipthtitneme 


A Sa EE Es See pecs cttieatseee | 19, 000 | 1, 546, 000 


The original apportionment request was for the full amount of the 1958 appro- 
priation, $2 million, plus $22,000 for reimbursements, making a total request 
of $2,022,000. Of this amount $495,000 was requested in the first quarter. 
This request was approved in the amount of $476,000 in the first quarter and 
the remainder was placed in reserve for contingencies. As a 25 percent lapse 
rate was estimated for the 11 new positions provided by the 1958 appropriation, 
the first quarter apportionment requested provided for continuation of 1957 staff 
only, plus provision for purchasing one-half of the annual supply of Infant Care. 

If no adjustment had been made, the effect of the first-quarter apportionment 
approved by the Bureau of the Budget on an estimated annual basis would have 
been as follows: 

1. Immediate cancellation of firm commitments for four appointments. 

2. Immediate reduction in force of 15 average grade positions. (The reduction 
would amount to 10 man-quarters but the allowance was received after 1 month 
of the quarter had already elapsed and the printing order for Infant Care had 
already been placed in July.) 

3. In addition to (1) and (2) above the allowance would cause the elimination 
of 6 presently vacant positions approved in the 1958 budget by the Congress in 
the fields of mental retardation, juvenile delinquency, specialized social services 
for children, and preliminary planning for the 1960 White House Conference on 
Children and Youth. 

4. Reduction of the employment level of the Bureau at the close of the first 
quarter to 211 or 20 less than the average employment provided by the 1958 
appropriation and 8 less than the actual employment in 1957. In the second 
quarter, 5 of the 15 vacated positions could be filled again. 
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SALARIES AND EXPENSES, OFFICE OF THE COMMISSIONER, SoctaL Security 





ADMINISTRATION 
cometh shia’ a J i onde-int = baste tela ieee ail aside 
} Ist quarter | Total Reserves 
| 
Original apportionment requested __- san aia eietcalieaa tonal $120, 000 | $540, 000 0 
Original Bureau of Budget approval mia | 104, 000 104. 000 $436, 000 


Difference - _ _...-- — a | 16, 000 | 436,000. |........ < 


The original apportionment request was for the full amount of the 1958 appro- 
priation, $540,000. Of this amount, $120,000 was requested in the first quarter. 
This request was approved in the amount of $104,000 for the first quarter and 
the remainder placed in a reserve for contingencies. 

If no adjustment had been made, then the effect of this first quarter appor- 
tionment on an estimated annual basis would have been as follows: 

1. The June 30, 1957, staffing level would have had to be reduced by 10 posi- 
tions. This did not take into consideration terminal leave costs and the effect 
of the 30-day notice requirement. 

2. The position increases authorized by Congress could not have been made. 


SALARIES AND EXPENSES, OFFICE OF THE SECRETARY 


| 





| Ist quarter Total 
Original apportionment requested da Segpuiturgeskndcmbitas kine tieaeed $542, 600 $2, 060, 000 
Original Bureau of Budget approval..__...........-..---.-...----.-..--- 494, 985 


Difference______- 47, 615 


The original apportionment request was for the full amount of the 1958 appro- 
priation, $2,060,000. Of this, $542,600 was requested in the first quarter. The 
request was approved in the amount of $494,985 for the first quarter and the re- 
mainder placed in a reserve for contingencies. If no adjustment had been made, 
the effect of the first quarter apportionment would have been as follows: A de- 
crease in the apportionment of this magnitude would not only eliminate all of the 
10 new positions allowed by the Congress for 1958 but would also cut from 8 to 
10 positions below the 1957 authorized level. As a result, the planned expansion 
of the aging program could not be undertaken. This is a serious matter as the 
problems in this vital field are growing more urgent every day. The special 
staff on aging would be hard pressed to provide adequate technical assistance and 
guidance to the State and local communities, and voluntary groups who are re- 
questing help and the Secretary’s Office will be seriously curtailed in its efforts to 
provide leadership to these agencies. 

All of the work in the Office of the Secretary has been constantly increasing due 
to passage of new legislation. This has resulted in an additional heavy workload 
being placed not only on the Secretary and his staff assistants in their dealings 
with the operating agencies and with the Congress but also has increased greatly 
the supporting services, such as mail, messenger and library services which are 
furnished the operating agencies. In many cases, services given the operating 
agencies such as in the Department’s central library are inadequate and heavy 
backlogs of work exist. This reduction will eliminate the new positions needed 
to alleviate these deficiencies and will increase the backlogs still further. 
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SaLaRins AND Expgnses, Orrice or Figtp ADMINISTRATION 


; iu n 
ist quarter Total 








Original apportionment requested _............-...-.---.---.- hia seers | $779,896 | $3,000, 000 
Original Bureau of Budget approval..---.....-. hike Steel iid nin edtab tsi 683,000 |-..........- i 
a RES Dy Rll at pee echt canna ates —96, 896 foes cacao 


The original apportionment request was for the full amount of the 1958 appro- 
priation, $3 million. Of this, $779,896 was requested in the first quarter. The 
request was approved in the amount of $683,000 for the first quarter and the 
remainder placed in a reserve for contingencies. If no adjustment had been made, 
the effect of the first quarter apportionment would have been as follows: 

The amount of reduction would not only eliminate all new positions authorized 
in 1958 but would cause this office to operate below the 1957 authorized level. 
This office is primarily a service unit with a workload which is largely uncon- 
trollable in that it is based on grant legislation and other program expansions such 
as OASI and PHS, authorized to HE W operating agencies by the Congress. 

The proposed reduction would have eliminated 17 presently authorized positions 
of the regional business management staff and will seriously impair the effective- 
ness of the regional office activities upon which efficient functioning of the operat- 
ing agencies depend. As a result there will be serious delay in all services such as 
payrolling, personnel actions, and voucher payments with the resultant heavy 
backlogs, overtime, and loss of morale. 

In the Grant-in-Aid Audit Section, the 13 auditors allowed in 1958 principally 
for the audit of new and expanded programs could not be employed and a reduction 
of 8 positions from the 1957 authorized staff would have been made. At the 
present time, there exists a sizable backlog which the 1958 authorized staff hoped 
to eliminate by 1961. With this reduction the backlog will grow increasingly 
larger. The current backlog which means delays of 2, 3, and 4 years in starting 
audits, already is causing delays in advising the States of Federal disallowances 
resulting in considerable criticism of the Department. Further, the Department 
has fewer facts of the audits which are not currently performed, on which to assure 
Congress that the funds are spent for the purposes appropriated. 

The five new positions authorized for State merit system services could not be 
employed because of the apportionment allowance. These positions were auth- 
orized to handle the increased workload created by expanded program activities. 
These expanded activities involve added survey work, increased requests from 
States for assistance and advice, review of State plans for changes in organization, 
laws, regulations, and classification and pay plans. The reduction would prevent 
the State merit system from meeting these increased requirements. 


SALARIES AND EXPENSES, OFFICE OF THE GENERAL COUNSEL 





| Ist quarter | Total 
Original apportionment eg er gacet : Padi ee oe ee $247, 800 | $974, 000 
Original Bureau of the Budget approval_.--...-_.---- sb d1 221 ce 212, 000 | iba LZ 
NID tie wrahd 6m ~ pains epsnysinse Cietheekaah deaidee ome cadets” “nl $6, 0 | cen Aeniivenainiis 





The original apportionment request was for the full amount of the 1958 appro- 
priation of $974,000. Of this, $247,800 was requested for the first quarter. The 
request was approved in the amount of $212,000 for the first quarter and the 
remainder placed in a reserve for contingencies. If no adjustment had been 
made, the effect of the first quarter apportionment would have been as follows: 

The reduction would not only eliminate all of the 14 new positions authorized 
in 1958 but would cut 10 positions below the 1957 level at a time when the work- 
load has been constantly increasing. 

A large portion of such increased workload comes from new legislation such as 
the 1956 amendments to the Social Security Act which broadened coverage, 
reduced the retirement age for women, and inaugurated a program of disability 
insurance. Other legislation includes the Water Pollution Control Act, transfer 
of the National Library of Medicine, authorization for a national health survey, 
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the Alaska Mental Health Enabling Act, the authorization for grants for rural 
library services, training authorization covering practical nurses, public health 
personnel and professional nurses, and several other legislative enactments. 

In addition, it is important that we staff the Food and Drug Division of the 
Office for enforcement of the Food, Drug, and Cosmetic Act in order that the 
legal activities can be properly geared to the expanded activities of the Food and 
Drug Administration, as recommended by the Citizens Advisory Committee. 

Furthermore, grants involving millions of dollars will be made by the operating 
agencies without adequate legal advice or screening. 


SurpLus Property UTILIZATION 





| 
ist quarter Total 
Original apportionment requested ! . re soaen niliieahan® | $161, 330 2 $632, 000 
Original Bureau of Budget approval jncihichysivalces ante aiginaiaiac | ae a ae 
Difference... pun wirmiimdin « She oafululivecocnenscsseiwhndncuetinscanie 33, 330 |...-.-..--..-- 
| 








1 Includes $33,000 reimbursements from FCDA to finance surplus property defense programs. 
2 Includes $130,000 reimbursements from FCDA to finance surplus property defense programs. 


The original apportionment requested was for the full amount of the 1958 
appropriation, $502,000 plus $130,000 reimbursements from FCDA, making a 
total request of $632,000. Of this, $161,330 was requested for the first quarter. 
The request was approved in the amount of $128,000 for the first quarter and the 
remainder placed in a reserve for contingencies. This apportionment had the 
following effects. 

Subsequent to the submission of the apportionment request, arrangements 
were being negotiated and are now completed to have FCDA transfer funds 
rather than reimburse for delegation of locating surplus property for civil defense 
purposes. The reduction by the Bureau of the Budget represented the FCDA 
amount in the request. Therefore the $128,000 approved was sufficient to 
enable the hiring of the 4 new positions authorized in the 1958 budget. 
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STATEMENTS SHOWING EFFECTS ON PROGRAMS OF FIRST QUARTER 
APPORTIONMENTS IF PROJECTED TO FULL YEAR BASIS 


SALARIES AND EXPENSES, FOOD AND DRUG ADMINISTRATION 





The funds provided in the 1958 appropriation act for the enforcement operations 
| of the Food and Drug Administration were apportioned so as to provide $2,070,000 
in the first quarter and placing the remaining $7,438,000 of available funds in 
reserve for contingencies. 

This apportionment action would allow the following increases contemplated 
in the 1958 budget: (1) Provisions is made for an additional 122 staff members 
who either have been hired or for whom firm employment commitments have been 
made; (2) auxiliary expenses and equipment related to this staffing level have also 
been allowed; (3) approximately $27,000 of the funds requested for replacement 
and modernization of equipment are made available. 

If the current level of operation, as reflected in this apportionment were to be 
continued, the administration would not be able to fill 40 additional positions 
approved in the 1958 budget as necessary to meet the responsibilities of the Food 
and Drug Administration in protecting the public from impure, insanitary and 
improperly labeled foods, drugs, and cosmetics, particularly in light of the fast 
growth in technology and in the light of new practices which have been adopted 
in the production of foods, drugs, and cosmetics. 

There are two other items which do not enter into the determination of a level of 
operation, but if it is assumed that no additional funds are to be made available, 
these projects budgeted in 1958 could not be initiated. First, if the remaining 
$473,000 of funds earmarked for replacement and modernization of equipment 
are not apportioned, the administration must continue to use inadequate and 
obsolete equipment which is not capable, in many instances, of performing the 
scientific analysis required to test new drugs, evaluate food additives, and de- 
termine the composition and purity of food and drug samples. 

Secondly, the 1958 budget provided funds which must be apportioned in order 
to make preparations for the opening of a new district office in Detroit. The large 
concentration of population, industry, and importing facilities in that geographical 
= require the additional services that could best be provided by a new district 
office. 

SALARIES AND EXPENSES, OFFICE OF EDUCATION 


The 1958 appropriation provides increases in funds to carry staff newly em- 
ployed in 1957 for a full year in 1958, to provide mandatory costs such as retire- 
ment, to continue funding those multiyear cooperative-research projects for which 
contracts were let in 1957, to let contracts for new, significant research projects 
in 1958, and to add a small number of additional positions in areas where Congress 
has noted the need for strengthening programs or where it is felt that deficiencies 
in services should be remedied. 

If the current level of operation, as reflected in the approved apportionment 
for the first quarter of $2,889,000 were to be continued, it would not be possible to 
fill 12 positions contemplated in areas where Congress has noted the need for 
strengthening programs or where the Department or the Office feel that deficiencies 
in services should be remedied. Under the level of the apportionment as ap- 
proved, the Office will be unable to augment the administration of its cooperative- 
research program by providing specialists who could evaluate studies and offer \ 
advisory services in the fields of education of the mentally retarded, education : 
of the aging, and education beyond the high school. The need for more intensive | 
effort in these program areas has been highlighted by reports of the Appropria- 
— as and the President’s Committee on Education Beyond the High 

chool. 

The approved apportionment provides funds for all projects under the coopera- 
tive-research program which were approved and made effective in the first quarter. 
The level of operation cannot be determined by the first-quarter apportionment 
for this program; but, if it is assumed that no additional funds are to be made 
available, then approximately $547,000 appropriated would be placed in reserve 
and new projects now in process of submission could not be approved. 

The success of this program depends on its cooperative nature whereby uni- 
versities and other public institutions guarantee to contribute manpower, facili- 
ties, and funds to each project in conjunction with a payment of Federal funds 
approximating two-thirds of the cost of the project. Experience to date shows 
that cooperating agencies are contributing about one-third of project costs. By 
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preventing the initiation of new projects financed and paid by Federal funds in 
the second year of operation of the program, we would stifle the enthusiasm of 
educational researchers for this program, and the program would be hampered 
from accomplishing its avowed purpose of providing answers to basic educational 
problems, 


GRANTS TO STATES AND OTHER AGENCIES, OFFICE OF VOCATIONAL REHABILITATION 


The apportionment request for this account was approved as requested for the 
first three quarters and reduced in the amount of $700,000 for the fourth quarter. 
Since the allotments for grants to States are made on the basis of statutory 
formulas, the principal effect of this action would be to retard the growth of the 
vocational rehabilitation program in the area of research and demonstration 
projects. These projects are designed to develop new techniques and to demon- 
strate the effectiveness of different methods of assisting seriously disabled persons 
with various types of disabilities. Under the approved apportionment, it would 
not be possible to accelerate this program through the initiation of selected new 
research and demonstration projects. Approximately 20 demonstration projects 
in such areas as the mentally retarded, cerebral palsied, and epileptics would be 
affected by this reduction. These 20 projects represent two-thirds of the planned 
annual program in this demonstration area. 


TRAINING AND TRAINEESHIPS, OFFICE OF VOCATIONAL REHABILITATION 


Of the 1958 appropriation of $4,400,000 the request for apportionment of 
$3,900,000 in the first quarter has been approved. The remaining $500,000 
requested for apportionment in the last three quarters has been placed in reserve 
and there is no way of making an assumption as to whether all or none of this 
amount will be apportioned. If it is assumed that none of the remaining $500,000 
were to be apportioned, it would reduce the planned expansion of programs for 
short-term training, grants to States for inservice training, and for research 
fellowships. Curtailment of these operations will retard badly needed progress 
in training personnel and would deny to State and volunteer rehabilitation agencies 
part of the trained manpower necessary to assist disabled persons to become 
self-supporting. 


SALARIES AND EXPENSES, OFFICE OF VOCATIONAL REHABILITATION 


The 1958 budget request provided a program increase of $98,600 representing 
an increase of 19 positions to be added to the field staff. The current level of 
operation would not permit the filling of these new positions designed to— 

(1) Strengthen the State programs in the field and give greater emphasis 
to the rehabilitation of the severely disabled, especially in terms of stimulating 
and screening applications for demonstration projects designed to put into 
effect as promptly as possible the results of research projects; and 

(2) Strengthen the coordination of the activities concerned with the new 
cash disability provisions of the Social Security Act with the administration 
of the vocational rehabilitation program. 


ASSISTANCE TO STATES, GENERAL 


The appropriation for “Assistance to States, general,’’ has been apportioned 
by the Bureau of the Budget to provide $18,391,922 for the first quarter and the 
remaining $4,394,078 has been placed in reserve for contingencies. 

The Bureau of the Budget first-quarter apportionment allows the full year’s 
budget of $17 million for grants to States for general health and grants for public 
health training. If extended on a full-year basis, the first-quarter apportionment 
would provide $5,568,000 for direct operations, compared to $5,786,000 requested 
for this purpose. The allowance of $5,568,000 is sufficient to cover the current 
level of operations, but. fails to meet the total budget for the year by $218,000. 
The 1958 congressional action authorizes 70 additional permanent positions for 
this appropriation. The Bureau of the Budget’s first-quarter allowance is suffi- 
cient to cover present staffing, plus existing commitments for new placements. 
If extended on an annual basis, the allowance will permit the attainment of the 
full staffing authorized under the 1958 budget plan. 

The reduction of $218,000 would have to be absorbed against the planned ex- 
pansion of the chronic disease and health of the aged and the accident prevention 
programs. The 1958 appropriation authorizes $1,037,700 for chronic diseases 
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and health of the aged, and $351,000 for accident prevention, a total of $1,388,700 
for the two areas. Of this amount, $795,900 represents increases over the 1957 
level authorized by Congress in the 1958 appropriation. 

A policy of holding apportionments to the current level would have the effect 
of denying $218,000 of the authorized increase and will require a reevaluation of 
present mee to expand these presen, both of which are in the developmental 
stage. Since annualization of the first-quarter apportionment is sufficient to 
provide the full staffing authorized in the 1958 appropriations, the reduction, if 
sustained, would have to be charged against equipment and contracts which are 
equally vital to the fulfillment. of the planned expansion of these programs. 


SANITARY ENGINEERING ACTIVITIES 


Funds appropriated for 1958 for sanitary engineering activities have been 
apportioned by the Bureau of the Budget to provide $6,787,000 for the first 
quarter and the balance of $6,697,000 has been placed in reserve. 

The first quarter apportionment provides (1) the full request of $3 million for 
grants to States and interstate agencies for water pollution control activities; (2) 
the full request of $1,642,715 for research, demonstration and training grants and 
research contracts; and (3) $2,144,285 of the $2,174,285 requested for direct 
operations in the first quarter. 

The $3 million approved for grants to States and interstate agencies represents 
the full year’s budget for this item. 

In the ease of research, demonstration, and training grants for air and water 
pollution, the $1,642,715 apportioned for research grants and contracts is sufficient 
to meet all first quarter commitments. Inasmuch as this item is not involved in 
the determination of a level of operations, it is not possible to predict the course 
to be followed by the Bureau of the Budget in apportioning the balance of $807,770, 
which is now in reserve. If the remaining $807,770 is not released from reserve, 
it would mean that no new research contracts and grants would be awarded during 
the remainder of the IS On this basis the program of research grants and 
contracts would be held to continuation of 1957 projects, plus $685,225 already 
apportioned for new projects. The 1958 appropriation act provides a total of 
$1,147,595 for new projects. 

If extended on a full year basis the first quarter apportionment of $2,144,285 
for direct operations would be adequate to carry out the 1958 budget plan, 
including attainment of the full staff authorized in the 1958 appropriation act. 


HOSPITALS AND MEDICAL CARE 


The funds appropriated in the 1958 appropriation act for hospitals and medical 
care have been apportioned by the Bureau of the Budget to provide $14,178,000 
for the first quarter and the balance of $34,300,200 has been placed in reserve for 
contingencies. 

The first quarter apportionment allows the full year’s budget plan of $3 million 
for graduate nurse training but reduces the first quarter budget plan for all other 
direct operations by $151,450. If extended on a full-year basis, the allowance for 
the first quarter would represent a total reduction in the annual budget plan for 
all other operations of $605,800. This amount would provide sufficient funds to 
carry out the current level of operations, including a net increase of $2,598,200 
over the 1957 budget for such items as mandatory retirement and social-security 
payments, annualization of the dependents medical care program, increased cost 
of reimbursable patient load, and—to a very limited extent—for improved staffing 
and equipment of hospitals and clinics. 

The 1958 budget plan approved by Congress provides 4 net increase over 1957 
of $758,900 and 220 positions for strengthening the existing hospital program. 
The need for this increase was presented to Congress following the completion of 
a series of comprehensive surveys of five Public Health Service hospitals con- 
ducted by teams of outside experts in hospital operation and management. The 
findings of these surveys show that a marked impairment in the quality of patient 
care will result if immediate steps are not taken to increase present staff, to raise 
the level and quality of supply inventories, and to modernize obsolete equipment. 

If the concept of apportioning to cover only current levels of operation were 
continued on a full year basis, it would provide but token relief of the present 
situation and would deny $605,800 of the $758,900 budgeted for this purpose. 
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FOREIGN QUARANTINE SERVICE 


The funds provided in the 1958 appropriation act for foreign quarantine 
activities have been apportioned to provide $936,000 in the first quarter and to 
place the balance of $3,090,000 in reserve for contingencies. 

If the first quarter apportionment were to be continued on an annual basis it 
would provide $3,744,000, a reduction of $282,000 in the 1958 budget plan. An 
apportionment of this amount would support the 1957 level of operations, plus 
mandatory costs, such as retirement, social security and wage board payments. 

If the concept of current level apportionments were to continue for the full year, 
all program increases authorized in the 1958 appropriation would be eliminated. 
These increases are as follows: 

1. Yellow fever control program.—The 1958 budget authorizes 32 additional 
employees and $203,000 to initiate a program of yellow fever control. 

2. Improved international airport coverage.—The 1958 appropriation act author- 
izes $47,000 to provide 8 new aircraft inspectors required to meet the mounting 
international air traffic load. 

The need for these funds is pronounced. The jungle yellow fever mosquito has 
been found in the United States and the disease is becoming more prevalent in 
South American countries located in the air traffic pattern to the United States. 

The estimated international air traffic load requiring inspection service is con- 
tinuing to increase. Current estimates for 1958 indicate that about 68,000 planes 
requiring inspection will enter this country compared to the original budget esti- 
mate for which the 8 new inspectors were allowed of 64,000. 

Another problem in the apportionment of this appropriation involves the 
estimating of reimbursements by shippers for overtime boarding services as 
authorized for the first time in 1958 by Public Law 85-58. There is reason to 
believe that this aspect of the foreign quarantine apportionment can be resolved 
during the course of the year as actual cost experience is gained. 


GRANTS FOR WASTE TREATMENT WORKS CONSTRUCTION, PUBLIC HEALTH SERVICE 


The original apportionment request was for the full amount of the 1958 appro- 
priation, $45 million plus $12,057,673 carried over from 1957 and available for 
obligation, making a total request of $57,057,673. The total amount was re- 
quested in the first quarter inasmuch as the full amount is allotted to the States 
immediately in order that their planning can be tied in with total funds available. 
This request was approved in the amount of $13 million for the first quarter and 
the remainder placed in a reserve for contingencies. 

The Bureau of the Budget has assured the Department that there is no inten- 
tion of decreasing the availability of the full 1958 appropriation. They advise 
that their action is designed to provide sufficient funds to cover the estimated 
obligations which will occur in the first quarter instead of following last year’s 
practices of apportioning the total annual amount in the first quarter. Based on 
the assurance given, the Department has proceeded by making allotments to the 
States to the full extent authorized by the basic act. This is being done on the 
premise that, if actual obligations during the year materialize at a rate higher 
than that allowed, sufficient funds will be apportioned later by the Bureau. 


NATIONAL INSTITUTES OF HEALTH 
Grants 


Funds apportioned in the first quarter by the Budget Bureau are intended to 
finance all grants—research, fellowships, training, and control grants—recom- 
mended at the June session of the National Research Council that would normally 
be obligated during this period. 

Of the $19.6 million in reserve for research grants, it is expected that $8.7 
million will be required for continuation grants which will come up for renewal at 
the November 1957 and March 1958 meetings of the National Research Council. 
This leaves $10.9 million available for financing for new projects recommended at 
these Council meetings. 

The Budget Bureau has placed no restrictions on the first quarter apportion- 
ments for the grant funds appropriated under the National Institutes of Health 
accounts. Since grant funds cannot be measured against a current level of oper- 
ations it is not possible to project the Budget Bureau first quarter approvals into 
probable actions for the remainder of the year. 
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Direct operations 


The Budget. Bureau has approved all funds requested in the first quarter for 
research contracts (cancer cytology and chemotherapy) and sufficient funds to 
continue all other direct (intramural) operations at current levels, The reduc- 
tion in funds for direct operations would affect program expansions. On an annual 
basis and assuming that the current level of operations would be continued, there 
would result about the following reductions below the level authorized by the 
1958 appropriations: 


Approrimate 
Research: amount 

i ea Sa See LE SOT Se By) 11L $1, 854, 000 
i ee we Oe SUE 66 443, 000 
AI ra te, tee S0E8 2 AS 10S M09 Na 147, 000 
ns 2). i. awe baht ene aoues tae one caét = 99, 000 
ee 22). enh Sp bacbeareeeo eee oes 276, 000 
NE a EE eat EET al a, RR A 96, 000 
Professional and technical assistance.............-.-.----_-- 343, 000 
Neen Tn nn ne nee ene eee eee ce eee Ne tg Co hemes 24, 000 

Ra See a ean eee Oras 3) ahbe Te! EAL BOO COU OS 109) 3, 282, 000 


Most serious are the reductions in direct research funds. Planned studies of 
virus etiology of cancer would be eliminated. Planned studies of germ-free life, 
of particular importance in cancer research, would be eliminated. In the Mental 
Health Institute the study of community and family mental health problems, 
which has been in the planning stage for 1% years, would not be implemented. 
The St. Elizabeths Hospital project would be continyed but moral commitments 
for followthrough on planned staffing could not be met. The gerontology pro- 
gram of the National Heart Institute, which has received congressional support, 
would not be developed to the level authorized. The planned expansion of the 
human genetic study (dental) would be stopped. There would be eliminated a 
planned program in the culture of nervous tissue as applied to components of the 
nervous system. In addition it would not be possible to carry through planned 
expansion of technical supportive staff. 

The reduction in clinical center and research services will be felt acutely in 
that planned expansion of research. Patient load will have to be curtailed and 
laboratory services will not reach programed levels. 

The small reduction in biologics standards could nevertheless be serious in con- 
templation of the work this Division will be called upon to perform in the pro- 
cessing of flu vaccine. 

The ever-mounting workload in the processing of grant applications makes im- 
oerative a sizable argumentation of the overworked staff of the Division of 

esearch Grants. 

The small increases in training activities would not materialize. 

The reduction in the professional and technical assistance category would 
curtail materially our planning expansion of the staff whose main function is the 
provision of professional and technical leadership to State and local public health 
units in the practical application of new and improved public health methods 
and techniques. 


OPERATIONS, NATIONAL LIBRARY OF MEDICINE 


The 1958 appropriation for operation of the National Library of Medicine 
has been apportioned to provide $355,000 for the first quarter and the balance of 
$1,095,000 has been placed in reserve for contingencies. 

If extended on a full-year basis, the first-quarter apportionment would provide 
$1,420,000, a reduction of $30,000 in the total appropriation. An allowance of 
$1,420,000 would permit operation of the library at the present level and would 
permit the achievement of the full staffing plan budgeted for 1958. However, 
the reduction of $30,000 would eliminate the planned purchase of new and re- 
placement photographic equipment authorized under the 1958 appropriation. 
New equipment is urgently needed to replace prewar photographic equipment 
which is in disrepair. Failure to replace the equipment in 1958 would impair the 
quality of photographic reference services and materials, 


SALARIES AND EXPENSES PUBLIC HEALTH SERVICE 


The 1958 appropriation for salaries and expenses, Public Health Service, which 
finances the activities of the Office of the Surgeon General has been apportioned 
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by the Bureau of the Budget to provide $1,207,521 for the first quarter and the 
balance of $3,937,479 has been placed in reserve for contingencies. 

If continued on a full-year basis, the first quarter apportionment would result 
in a reduction of approximately $315,000 in the total budget plan for 1958, a 
reduction of 41 of the 63 new positions authorized by Congress which would make 
it impossible to proceed with needed management improvements in finance, 
property management, and personnel necessitated by the increased programs and 
workloads of the Public Health Service. 


ST. ELIZABETHS HOSPITAL 


The Bureau of the Budget reduced the 1958 apportionment request for St. 
Elizabeths Hospital by placing $26,138 in reserve for contingencies. This action 
was taken by the Bureau of the Budget to adjust for an estimated decrease in 
the number of patients that can be financed by reimbursements from the District 
of Columbia. Present funds available to the District to finance patients at St. 
Elizabeths falls short of the estimated requirements by the amount placed in 
reserve. 

SALARIES AND EXPENSES, CHILDREN’S BUREAU 


The program increase for 1958 was $77,500 and 11 positions. To operate for 
the remainder of the year at the current level would not permit the filling of any 
of the above positions. If the two budgeted positions for preliminary planning 
for the 1960 White House Conference on Children and Youth are not filled, it 
will not be possible for the Children’s Bureau to carry out its function as the 
focal point in the Government for planning and programing this conference 
sufficiently in advance to assure success. 

Without the increase of four positions for work in the field of juvenile delin- 
quency, States and communities will be deprived of requested Federal services in 
the form of consultation, guides to action, and cooperation in the training of per- 
sons to work with delinquent youth. 

Many requests for assistance to the States in the area of child welfare services, 
particularly in the fields of program administration and foster care, must con- 
tinue to go unanswered if the increase of two positions is not allowed. 

Finally the 1958 appropriation included three research positions to strengthen 
the research activities which is vitally important to the various programs of the 
Bureau. These positions would not be filled under the approved apportionment. 


SALARIES AND EXPENSES, OFFICE OF THE COMMISSIONER, SOCIAL SECURITY 
ADMINISTRATION 


The 1958 appropriation provided for a program increase of $123,000 and 18 
new positions. This increase recognizes the increased workload resulting from 
amendments to the Social Security Act as well as new programs that were added: 
OASI cash disability and freeze; medical care for public assistance recipients; 
and special emphasis on programs for self-support and self-care. These amend- 
ments and other changes have placed added responsibility and workload on the 
Commissioner’s Office. In addition, the increasing interest of Members and 
committees of Congress in social security, voluntary and governmental health 
insurance, medical care, public assistance, child health and child welfare pro- 
grams, have resulted in increasing the number of bills on subjects on which the 
Commissioner’s Office must make a study and/or report from 168 in 1951 to 488 
last year. Areas of work, not now covered, which are essential to the work of 
the Commissioner’s Office and which will be undertaken with the new personnel 

rovided in the appropriation include comprehensive analyses of social insurance 

enefit levels and contribution rates, in relation to the national output and changes 
in productivity, analysis of medical care and voluntary health insurance programs 
and legislative proposals and relationships to social security, analyses of costs of 
medical care, studies of economic problems of families with particular relationship 
to public assistance and survivors benefits of social insurance, analyses of relation- 
ship of disability insurance to vocational rehabilitation and other disability pro- 
grams, management studies with view to improving efficiency of administration. 

In 1950 the Commissioner’s Office had funds to finance 59 positions. In 1957, 
funds were available to finance only 48 positions, in spite of the tremendous 
increase in workload—an increase recognized by the Appropriations Committees 
of Congress and specifically referred to in the report of the House Appropriations 
Committee. 
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The approved apportionment does not permit the fiiling of increased positions 
provided in the 1958 budget to conduct work in the above-mentioned areas and 
this will seriously impair the Commissioner’s ability to effectively discharge his 
responsibilities. 

OFFICE OF THE SECRETARY 


The 1958 i. 2 provided for a program increase of $875,000 and 66 
new positions. his increase provided for additional grant-in-aid auditors 
needed to meet expanded programs authorized in 1957, and which would permit 
the planned reduction in the backlog of audits which is hampering the operation 
of the grant-in-aid program, and resulting in protests from State agencies. The 
Congress has been critical of existing audit backlogs. Also provided was an 
urgently needed increase in business management staff in the regions. This 
increase was required to provide essential services to staff administering the 
Department’s programs which have been substantially expanded during the past 
several years without any increase to cover these services. An increase of five 

ositions in the staff of the State merit system services to bring their review of 
State operations to a current status and to meet the increased demands for 
technical assistance to the States was also included. 

Included in these allowances also were several new attorney positions for the 
Office of the General Counsel. The legal staff is presently overburdened because 
of work stemming from new legislation and the stepup in the food and drug 
enforcement activities as reeommended by the Citizens Advisory Committee who 
studied the food and drug problem about 2 years ago. 

In the Secretary’s Office, a small increase of 10 positions was allowed and is 
urgently needed in the field of aging and to provide in the Office of Administration, 
mail, library, and similar supporting services to the operating agencies of the 
Department which have been greatly expanded in the past 2 years. 

he approved first-quarter apportionment would hold the Office of the Secretary 
to about the current level and would not permit the filling of most of the new 
positions for the activities described above. The effects of this action will be to 
increase grant-in-aid audit backlogs, to delay housekeeping services such as 
payrolling and voucher payments to a point where it is questionable that employees 
would be paid on time in the regions, and to impair our ability to meet demands 
for technical assistance in the State merit system program. The failure to 
provide increased legal services will also be a bottleneck in the enforcement of 
the expanded food and drug activities, and grants for millions of dollars will be 
made, principally for construction of research facilities, without adequate legal 
screening to assure that the grants are being made to eligible applicants. If we 
must maintain the present level of operation, the Secretary’s Office will be seriously 
curtailed in its efforts to provide leadership to State and local units and voluntary 
agencies working on the increasing problems affecting the aging population. 


Mr. Fogarty. The American Printing House for the Blind—they 
gave them everything that was appropriated. 

Mr. Ketty. Yes, sir. 

Mr. Focartry. That was very generous of them. 


Foop anp Druc ADMINISTRATION 


The next item is the Food and Drug Administration. 

You submitted an apportionment requested for the full amount. 
In your first request to the Bureau of the Budget, what was the 
request for the first quarter? 

Mr. Keutuy. The first request to the Bureau of the Budget was a 
request for $2,293,000 in the first quarter. 

Mr. Focarty. What did they give you? 

Mr. Keuty. Their initial action was to apportion only $1,975,000, 
a reduction of $318,000. 

We went back and asked that the interim apportionment be 
adjusted to cover our current level of cost and outstanding com- 
mitments, and they approved this request, which brought it up to 
$2,070,000, an increase of $95,000, which is still $223,000 less than 
we had asked for in the first quarter. 
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Mr. Fogarty. In the first quarter? 

Mr. Ketty. Yes, sir. 

Mr. Focarty. They have in reserve $7,438,000? 

Mr. Ketiy. That is correct, sir. 

Mr. Focarty. You do not have any indieation from the Bureau of 
the Budget what is going to happen in the second, third, or fourth 
quarters / 

Mr. Ketty. No, sir. 

Mr. Foaarty. As you well remember, we had a record vote on an 
amendment to do just what the Bureau of the Budget is attempting 
to do to the operations of the Food and Drug Administration. The 
attempt to follow that thinking in the House was defeated by a record 
vote of 285 to 130, or over a 2 to 1 vote. 

Mr. Ke tty. Yes, sir. 

Mr. Focarty. Not a single voice was raised against the full amount 
of this appropriation when the bill was considered in the Senate. 

In the face of specific and overwhelming action by the Congress, 

what are the reasons given by the Bureau of the Budget to refuse to 
approve the apportionments requested by the Department which 
would utilize the full $9,300,000 appropriated? 
( Mr. Keniry. Well, I can only say that the attitude expressed by 
the Bureau of the Budget at this time is that the action which they 
have taken on the first quarter is not designed to reflect their feelings, 
but is an interim action pending the Department making a complete 
resubmission, which is in their judgment responsive to the June 28 
letter, and that is what we are doing today. 

Mr. Focarrty. It is my understanding as of this morning that the 
Secretary of Health, Education, and Welfare has not changed one 
bit—— 

Mr. Keutiy. He has not. 

Mr. Focarty. Since July 19 when his first requests were submitted. 

Mr. Ketiy. And the resubmission will reflect that, sir. 

Mr. Focarry. Has there been any indication on his part or any- 
body else’s part that he would change; that prompts the Bureau of 
the Budget to still hold back the second, third, and fourth quarters? 

Mr. Keuty. No, sir; except that they are at this time waiting for 
the formal papers to be transmitted to them. 

Mr. Fogarty. Have conditions changed any since the appropria- 
tion was made to indicate that less funds would be required? 


Mr. Ketty. No, sir. 
CITIZENS ADVISORY COMMITTEE 


Mr. Fogarty. What do you think the citizens committee which 
reviewed this program 2 years ago would think of the Bureau of the 
Budget’s action? 

Mr. Ketty. I think they would be as disappointed as we are, sir. 

Mr. Fogarty. You have not heard from them? 

Mr. Ketty. No, sir. Well, Mr. Harvey may have. 

Mr. Harvey. So far as I know, none of them know anything 
about it. 

Mr. Fogarty. Would you put into the record at this point the 
names and the positions of the members of this citizens committee? 

Mr. Harvey. Yes, sir. 

(The information referred to follows:) 
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Citiz—ENs ADVISORY COMMITTEE ON THE FoopD AND DruG ADMINISTRATION 
Appointed by the Secretary of the Department of Health, Education, and Welfare 


G. Cullen Thomas (Chairman), vice president, General Mills, Inc. 
Frank -W.. Abrams,.former. chairman of the board, Standard. Oil Company of 

New Jersey. 

Miss Catherine Dennis, president, American Home Economics Association. 

Dr. Harry Dowling, professor of medicine, University of Illinois. 

Charles Wesley Dunn, president, the Food Law Institute, Inc. 

Robert A. Hardt, vice president, Hoffmann-LaRoche, Inc. 

Dr, Leonard A. Maynard, director, School of Nutrition, Cornell University. 

aL bok Minton, president, Glass Bottle Blowers Union, American Federation of 
or. 

Mrs. Grace D. Nicholas, executive director, General Federation of Women’s Clubs. 

Dr. Charles Franklin Poe, dean, College of Pharmacy, University of Colorado, 

Herbert N. Riley, vice president, H. J. Heinz Co. 

Walter F. Silbersack, president, American Home Products Co. 

Judge Patrick T. Stone, United States district judge, United States district court 

(Wisconsin). 

H. Gregery Thomas, president, Chanel, Inc. 

Mr. Foearry. It was my recollection that they were a rather 
responsible group of citizens, and their recommendations were pretty 
forthright. We considered their findings were the findings of a 
disinterested, responsible group. We have been trying to follow 
out their recommendations, and here we find the Bureau of the Budget 
trying to upset them. 

Is it not true that even with the full budget request for 1958 which, 
of course, is the same as the amount appropriated, you would be falling 
behind the minimum schedule established by this citizens advisory 
committee for the expansion of this work? 

The reason I ask that question is because the budget request and 
appropriation for 1958 brought the dollar increase over 1956 to almost 
exactly 50 percent, but since many costs have increased, for instance, the 
contribution to the retirement fund which amounts to over $400,000, 
the actual expension of personnel and facilities would be only about 
25 or 30 percent. Is that a fair statement? 

Mr. Keuty. That is correct. 

Mr. Harvey. That is correct. 

Mr. Fogarty. So even if the full appropriation is used and the 
same rate of progress holds for the next 8 years that prevailed for the 
last 2 years, the expansion would amount to little more than doubling 
the 1956 level. 

Mr. Ketxiy. No. I do not think that is correct, sir. 

We had a 15 percent increase in 1957 over 1956 in terms of numbers 
of people, and then we asked and the Congress approved a 15 percent 
increase in 1958 over 1957, and it is my recollection that if you com- 
pound 15 percent, for 9 years, you reach a threefold increase, and the 
citizens committee was a threefold to fourfold increase in 5 to 10 
years, so that the 15 percent was what you might call a minimum 
approach to reaching their recommendation. 

Mr. Foaarry. But giving them the best of everything, they would 
be lucky if they could reach their minimum goal. 

Mr. Ketuy. That is correct, sir. 

Mr. Focarry. It seems to me that a 2-to-1 vote in the Congress, 
only.a few short months ago, and right at the height of a drive for 
economy in Government, would denote the feeling of Congress to be 
that they hope that you would reach more than the minimum goal, I 
do not think it is anything to brag about, reaching the minimum goal. 
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Mr. Keuty. No, sir. _} was merely trying to clarify. I think the 
Secretary and all the Department representatives certainly concur in 
your statement. 


FUNDS FOR MODERNIZATION OF EQUIPMENT 


Mr. Focarry. I notice that most of the funds that were requested 
and subsequently appropriated for modernization of equipment are 
still held in reserve. Now, about the only real gripe I have heard 
from your field personnel is about the very poor condition of much 
of their equipment. 

Some of our staff have visted a few of your field offices and they 
found equipment that has been in use for 50 years, in some cases. [| 
had a report on one of your offices that they were having to put up 
with such things as a 20-year-old balance that had to be checked and 
adjusted daily, a 22-year-old calculator that had been repaired five 
times in recent years but still is not always accurate, and so the results 
have to be continually checked; a vacuum pump that had been trans- 
ferred from another office in 1950, and the office from which it- was 
transferred had secured it as World War II surplus. 

Conditions such as these are not at all unusual, are they, in your 
field offices, as far as equipment is concerned, Mr. Harvey? 

Mr. Harvey. I think those are some of the examples of the unusual 
conditions under which our equipment is used. 

Mr. Focarry. Mr. Harvey, give me a very frank statement on 
just what would it mean to program operations, morale of your em- 
ployees, and the validity of your tests that have to be used for legal 
evidence in your enforcement operations, if this money appropriated 
for equipment is not released? I want you to be very frank with us. 
You have all the authority to go ahead, regardless of any instructions 
you may have received to tell this committee just what is going on 
and what will happen. 

Mr. Harvey. Of course, the need for this modernization and re- 
placement of old equipment is very great. Undoubtedly if we are 
unable to secure it during the year, it will have a serious effect on 
morale. It will have a serious effect on the efficiency of the operation 
all over. This constant rechecking and getting along with poor 
equipment takes a great deal of extra time, a great deal of extra effort, 
so that it will have an adverse effect all along the line. 

Mr. Fogarty. I want you to be a little more specific than tha 
Give me 1 or 2 specific examples of what will likely happen if you x 
not get this modernized equipment. What about the validity of these 
tests that have to be used in legal evidence, in your enforcement 
operations? 

Mr. Harvey. Specific examples are some of the space that we are 
rearranging and setting up to place equipment in, we will be unable 
to make the changes in the new equipment and would be unable to 
accommodate personnel already committed or have somewhere for 
them to work or something to work with. 

If we do not receive additional equipment, we would be unable to 
establish the projected new district at Detroit, Mich. It is difficult 
to. get scientists and retain scientists to work with equipment that is 
unsatisfactory, that is not suitable for the purpose. You have diffi- 
culty both in recruiting and retaining people, if we cannot provide 
them with reasonably adequate and modern equipment. 
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Mr. Foaarry. Is that all you want to say? 

Mr. Harvey. I think that covers the essential points of the situa- 
tion that will develop if we are unable to get this equipment. 

Mr. Focarry. Will you supply for the record just what equipment 
you had budgeted for that you will not be able to get because of this 
reduction in funds by the Bureau of the Budget? 

Mr. Harvey. As to the first quarter? 

Mr. Fogarty: Yes, sir. 

(The information referred to follows:) 

Ninety-five percent of the funds authorized to renovate substandard laboratory 
housing, and replace and modernize obsolete and outmoded equipment would be 


canceled. The following lists the essential projects and items which would have 
to be canceled: 
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The foregoing have been clearly demonstrated as urgent, and in some cases 
emergency needs to perform the necessary laboratory work adequately. Cancel- 
lation thereof would in many cases jeopardize the success of scientific analysis of 
potentially harmful foods and drugs, particularly in litigation where the Govern- 
ment is endeavoring to protect the health of the people by prosecuting producers 
and removing such products from interstate commerce. Furthermore. continued 
use of substandard facilities and obsolete equipment is a severe deterrent to 
recruiting able personnel who are required to use equipment which is not even 
comparable in quality and efficiency to that used in industry. 

To accommodate the mushrooming growth of population, industry, and im- 
porting facilities in the Detroit area, the district office and laboratory requested 
= authorized by Congress would have to be abandoned or deferred to later 

scal years. 


Mr. Fogarry. In this report which I have here you say: 


If the remaining $473,000 of funds earmarked for replacement and moderniza- 
tion of equipment are not apportioned, the administration must continue to use 
inadequate and obsolete equipment which is not capable in many instances of 
performing the scientific analysis required to test new drugs, evaluate food addi- 
tives, and determine the composition and purity of food and drug samples. 


You say: 

They must continue to use inadequate and obsolete equipment which is not 
capable in many instances— 

Give me an instance of one of these obsolete pieces of equipment 
which is incapable of performing scientific analysis required by law. 

Mr. Harvey. An example of analytical balance that is undepend- 
able requires constant checking to be sure of your results. You can 
do that only be repeated weighings or by waiting until somebody 
using another balance gets through with it and you use that one. 
You cannot get satisfactory results using the obsolete balance except, 
perhaps, for rough work where the finest measurement is not required. 

Mr. Focarry. Give me a specific example of what you call un- 
satisfactory results. 

Mr. Harvey. Unsatisfactory results would be results which have 
been checked in another laboratory where vou did not get a check 
between them, or a check by other instruments or by other analysts. 

Mr. Focarty. What are the consequences of those unsatisfactory 
results? 

Mr. Harvey. The consequences would be that we would have to 
disregard the operation. We would not be able to use it. We could 
not be sure——— 

Mr. Focartry. Then what happens? 

Mr. Harvey. That work is lost. It would have to be repeated or 
we would do nothing about it. 

Mr. Focarty. You also say: 

If the current level of operation as reflected in this apportionment which we have 
before us this morning were to be continued, the administration would not be 
able to fill 40 additional positions. 

What would happen if those 40 additional positions are not filled? 

Mr. Harvey. Those are positions generally in the middle and upper 
levels of our scientific personnel. We would be handicapped in filling 
many of the high-grade analytical jobs necessary to carry out our 
program. 

Mr. Fogarty. Mr. Harvey, that is a very poor answer to the ques- 
tionI asked. If you want a little time, or if for some other reason you 
cannot give me a good answer, I will give you the time to be a little 
more specific about it and permit you to insert in the record just 
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what will happen if these 40 additional positions are not approved, 
and what activities would not be carried out. 

Mr. Harvey. You mean what the effect of not employing these 
additional 40 people would be on the program. and which program 
items would be affected? 

Mr. Fogarty. That is right. 

Mr. Harvey. I will undertake to supply that. 

(The information requested follows:) 

If apportionments based on the current level of operations were to be continued, 
40 positions primarily in the technical and scientific fields could not be filled. 
This would slow down or defer (1) chemical and pharmacological investigations 
relating to misrepresentation in cosmetics, (2) the scientific analysis of the effect 
of emulsifying agents in human nutrition, (3) the investigation of decomposition 
in foods and establishment of food standards, and (4) the processing of new 
drug applications and reduction of backlogged,.drug applications. Ali of the 
foregoing projects and activities are directly related to the protection of the 
health of the American public. 


OFFICE oF EDUCATION 


Mr. Focarty. Now the Office of Education, what has happened 
there in regard to the first quarter’s apportionment? 

Mr. Ke ty. Initially we asked in the first quarter for an apportion- 
ment of $3,065,000. 

Mr. Foaarty. As I understand from this table, the request in the 
first quarter is $3,065,000 and you have been allowed $2,889,000, a 
reduction of $176,000 for the first quarter? 

Mr. Ketry. That is right. 

Mr. Fogarty. That is a real reduction, is it not? 

Mr. Ketty. Yes, sir. 

Mr. Focarry. No if’s about that one. 

Mr. Ketiy. A substantial part of that $176,000 would be for 
research projects under the new cooperative research program. If 
the funds are apportioned to us in subsequent quarters we will be 
able to go ahead with those contracts. 

Mr. Fogarty. Give me a breakdown of just what will happen under 
this reduction. 

As you know, this committee wrote a paragraph or two into the 
report 2 years ago, making an open suggestion to the Office of Edu- 
cation, that they come up with a larger request and we would look 
favorably upon it, if it was backed up with a good program. We 
did act favorably because we believe the Office of Education should 
be built up and not torn down, as this would indicate they are at- 
tempting to do. 

Mr. Ketiy. During the first quarter it would prohibit the filling 
of 12 new positions authorized by the 1958 request. 

Mr. Focarry. Have you any indication from anybody at the 
Bureau of the Budget that any of this $176,000 will be released? 

Mr. Ke tty. I can only say that the Secretary’s full intention is to 
request it in the second and subsequent quarters. 

Mr. Fogarry. It is not quite like some of these other apportion- 
ments which are waiting to be apportioned for the second, third, 
and fourth quarters. This is the result of vour last request? ? 

Mr. Ketty. In the second request we asked for all of the contracts 
to be covered. If no additional funds were made available there 
would be $547,000 which the Congress authorized for cooperative 
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research which we could not use. We fully expect to ask for those 
funds in the second, third, and fourth quarters to carry out that 
am. 

It would also prevent the filling of 12 new positions, most of which 
are related to carrying on an effective cooperative research program. 

Mr. Focarry. I understand under this level that you will be 
unable to augment the administration of the cooperative research 
program by providing specialists who could evaluate studies and offer 
advisory services in the field of education of the mentally retarded. 

Mr. Keury. That is right. 

Mr. Foaarty. It seems to me to be a bad place to be reducing, a 
new field such as this. 

You will also be cut down on the same type of activities in educa- 
tion beyond the high school. Even though the President’s own 
committee has recommended in their report just recently that much 
more should be done in the field of education beyond the high school 
the Bureau of the Budget just refused this amount of money. It does 
not make sense to me. 

LIBRARY SERVICES 


Mr, Foearry. As I understand it from this table we have before us, 
under ‘Library Services,’ you requested $5 million and were given 
two and a half million dollars in the first quarter and two and a half 
million dollars in the third quarter? 

Mr. Ketty. That is right. 

Mr. Denton. There is nobody here from the Office of Education or 
Library Services? 

Mr. Ketty. No, sir. 

Mr. Denton. I wish you would have them put a statement in the 
record. We were interested in the Library Service. 

I understand the Governor of Indiana made a statement recently 
stating that the Government’s Library Service was trying to brain- 
wash the people of Indiana. 

I wish you would have the Office of Education, since they administer 
this program, put something in the record concerning that. 

Mr. Kuuiy. We will. We do not determine the program that will 
be carried out in the individual States, but if their program complies 
with the requirements of law we merely administer the funds. 

Mr. Denron. He would not have made that statement unless he 
had some foundation. 

(The statement referred to follows:) 


STATEMENT ON LIBRARY SERVICES AcT 


In carrying out the provisions of Public Law 597, 84th Congress, (Library 
Services Act), the Office of Education does not brainwash people in any of the 
States and Territories. It receives and reviews the plans submitted by the States 
together with their programs and budgets for the extension of public library serv- 
ices to rural areas without such services or with inadequate services. If the 
plans meet the specifications contained in the act (sec. 5 (a)), and the conditions 
for payment (sec. 6 (a)), the Commissioner approves the plans and certifies the 
payments to the Secretary of the Treasury. 

he States administer funds after they have been received from the Federal 
Government. The Office of Education does not in any way select or influence 
the selection of the books to be used in the States. The States select the books 
and other library materials, appoint the personnel, and also determine the best 
use of the funds. 
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That this is the clear intent of the law and that the Federal Government is 
prohibited from interfering with State and local programs is adequately demon- 
strated by the declaration of policy in the statute section 2 (b) which reads as 
follows: 

“The provisions of this Act shall not be so construed as to interfere with State 
and local initiative and responsibility ‘in the conduct of public library services. 
The administration of public libraries, the selection of personnel and library books 
and materials, and insofar as consistent with the purposes of this Act, the deter- 
mination of the best uses of the funds provided under this Act shall be reserved 
to the States and their local subdivisions.” 


VocATIONAL REHABILITATION 


The next item is Vocational Rehabilitation. The: Bureau of the 
Budget is holding back $10,050 im the first quarter for salaries and 
expenses, and holding a reserve of $700,000 in grants to States and 
other agencies. 

The $700,000 looks like final action to me. 

Mr. Ketiy. That is correct, sir. 

This is 1 of 2 instances where they gave us a full vear’s apportion- 
ment but for a lesser amount than we requested. Thev placed 
$700,000 in reserve which would decrease the availability of funds for 
the research and demonstration projects in vocational rehabilitation 
and, as the Secretary pointed out in his statement, he is appealing 
this, and asking that they reconsider the determination. 

Mr. Foaarty. This again is in another area that this committee 
has been very interested in. We have been insisting that the Office of 
Vocational Rehabilitation spend more time on the problems of the 
more seriously disabled people of our country. 

Mr. Ketriy. That is right. 

Mr. Fogarty. This will undermine that program. 

It hits the projects in such areas as the me ntally retarded, cerebral 
palsy, epileptics. These programs would be affected by this reduction. 

There again it seems to me that they could have used better judg- 
ment than to be taking away funds which would help to rehabilitate 
people who have some form of these serious disabilities. 


ASSISTANCE TO STATES, GENERAL 


Mr. Focarry. In assistance to States you indicate that the present 
apportionment will allow you to staff up to the full budget as far as 
personnel is concerned, but there would be a reduction of $218,000 
charged against equipment and contracts. 

That does not seem to make much sense. What do you mean by 
equipment and contracts? 

Mr. Keury. If | might make a statement first. There is an im- 
balance which occurs in the kind of an action that have been taken in 
that these adjustments we have cover only our current level of opera- 
tions and the commitments that already has been made, so that the 
people we have now and the people who are about to come on to carry 
on the accident prevention program and the program for the aging 
which Congress approved will not have some of the equipment and 
contracts that are related to that work, the funds are not yet available 
for that so you have an imbalance in trying to carry out that program 
of having the people but not all of the wherewithall to carry out the 
work unless subsequent apportionments make those funds available. 
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Mr. Focarty. You say the reduction of $218,000 would have to 
be absorbed out of the planned expansion of the chronic disease 
program, which is concerned primarily with the health of the aged, and 
accident prevention programs? 

Mr. Keuty. Yes. 

Mr. Foaarry. It seemed to us at the time you presented your 
justifications that these were two of the most pressing problems con- 
fronting our country at this time. 

Mr. Ketty. It still so seems to us, sir. 

Mr. Focartry. But these programs will be curtailed to the extent 
of $218,000? 

Mr. Ketuy. Unless we can get the full year’s apportionment ap- 
proved as requested. 

Mr. Focarty. That is not very good news for the aging people of 
this country and the people interested in preventing accidents through- 
out the country. 

HospiTrats AND Mepicat Care 


Hospitals and medical care: This is something which is similar to 
the food and drug problem. 

Mr. Kettuy. Very similar. 

Mr. Focarty. For the first quarter you requested $14,329,450. 
You were allowed $14,178,000, or a reduction of $151,450 in the first 
quarter. 

It was brought to our attention, during the hearings this year, that 
the evaluation studies conducted in October of 1956 by, as we were 
told, impartial experts, revealed some rather sorry conditions in the 
Public Health Service hospitals. That was the testimony before our 
committee. 

A very unusual request for supplemental funds was sent to Congress 
toward the end of fiscal year 1957 asking funds for additional equip- 
ment and personnel based on the supposition that the Public Health 
Service hospitals were falling below the standards for good medical 
care. 

- this Congress being kidded about these conditions or are they 
real? 

Mr. Ketiy. The department fully supports this. 

Mr. Focarry. Dr. Burney, do you want to answer the question? 

Dr. Burney. I believe we gave you a very honest and specific 
appraisal of the quality of patient care in our Marine hospitals, and 
our Public Health Service hospitals, together with the deficiencies in 
equipment and supply inventories. 

Mr. Focarry. Were they not based upon the results of this survey 
made by these impartial experts in this field? 

Dr. Burney. Yes, they were. They confirmed what we had already 
known—that the quality of patient care in our Public Health Service 
hospitals was approaching a dangerously low point. We are con- 
tinuing those surveys by outside experts of the other Public Health 
Service hospitals. 

Mr. Focarry. Do you know of anybody in the Bureau of the 
Budget that is better qualified in this field than this group of experts 
that made this survey? 

Dr. Burney. No, sir. They were some of the outstanding medical 
authorities in the United States. 
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Mr. Foaarry. So, on the basis of the results of the survey made by 
some of the outstanding experts in this field the Bureau of the Budget 
has in effect said, “Well, we are not going to pay any attention to them, 
they perhaps did not give us the right story and we are going to make 
this contrary decision.” 

How many additional employees have you hired over the 1957 
level and how much additional equipment have you bought? 

Mr. Key. I believe in that instance we are substantially at the 
1957 level now. We have not employed any significant number of the 
220 additional positions provided for strengthening the hospital pro- 
gram, nor have we authorized the procurement of the equipment until 
we get an apportionment for the full year. 

re Focarty. So this program is going to be set back. It has 
already been set back. 

Mr. Ketty. It has been held up in the first quarter. 

Mr. Fogarty. You are not going to be able to do what the Congress 
wanted you to do even if all the funds were released now. It is just 
impossible to recoup there. I imagine the same thing is true in many 
other agencies because of the action of the Bureau of the Budget 
in holding back this first quarter apportionment. 

According to the information we have on this item, there will be 
$605,800 saved out of the appropriation at the end of the year if you 
continue with the current rate of apportionment, 

How much will conditions revealed by the evaluation studies by 
independent experts be improved during 1958 under this program? 

Dr. Burney. Not at all. 

Mr. Fogarty. We had testimony during the last few months from 
the Public Health Service officials to the effect that the medical 
supplies at hospitals were much below those which are necessary for 
efficient operation and good medical service. 

How much has the level of supply inventory been raised since 
Congress increased your appropriations for 1958? 

Dr. Burney. None. 

Mr. Fogarty. So they are not getting good care then, are they, 
under those conditions? 

Dr. Burney. That is right. 

Mr. Foaarty. They are not getting first-class care? 

Dr. Burney. That is right. 

Mr. Foaarty. They are not getting the first-class care that any 
American citizen ought to expect when he goes to a hospital. That is 
a pretty sad commentary, for the Federal Government to be in the 
hospital business and providing second-rate care to our people who are 
sick or injured. 

FoREIGN QUARANTINE SERVICE 


YELLOW FEVER PROGRAM 


Now, in the Foreign Quarantine Service, is it true that the action of 
the Bureau of the Budget to date has withheld all of the increase 
which you requested and which Congress granted for the yellow 
fever control program? 

Dr. Burney. That is right. 

Mr. Foaarry. I was impressed, and I thought most of the other 
members of the committee were impressed with the fact that there was 
danger of yellow fever moving northward and getting into this coun- 
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try, and we agreed with you that we ought to do something about it. 
Has something happened since the Congress acted on this appropria- 
tion bill to minimize this danger? 

Dr. Burney. There have been no changes in the justification we 
gave you and the potential dangers from the northward progress of 
yellow fever. 

Mr. Fogarty. It is still moving northward as you said when you 
appeared before the committee? 

Dr. Burney. Yes. 

Mr. Fogarty. Nothing has been done to stop it? 

Dr. Burney. No, sir. 

Mr. Fogarty. Tell us what could result from yellow fever getting a 
foothold in the United States? 

Dr. Burney. We have the mosquito that transmits yellow fever 
at the present time in many of the Southern States and in some other 
parts of the country. I have forgotten when we had our last case of 
yellow fever in this country, but when it was prevalent here it was a 
very serious and fatal disease in many cases. So if we started to have 
human cases of yellow fever in this country it could spread to many 
parts of the country and be a serious cause not only of sickness but 
of a death rate. 

Mr. Fogarty. And the action of the Bureau of the Budget at this 
time prevents you from getting prepared for such an eventuality? 

Dr. Burney. It certainly prevents us from doing anything more 
than we have been doing up through 1957. 

Mr. Focarry. That answers the question, because vou have not 
been doing much about it up through 1957. 

Mr. Hartow. I think that it might be significant to say this, that 
among people who are familiar with the disease one case of yellow 
fever is an epidemic because of the decided danger of the spread of it. 

Mr. Focarry. Is my impression correct that every week’s delay 
in getting this program started is increasing the dange r of yellow 
fever apres ading to our Southern and Southeastern States? 

Dr. Burney. The potential danger is there, Mr. Chairman. We 
Lelie: as we presented in our justifications, that the Public Health 
Service has a responsibility to reduce that potential just as we are 
trving to do it in influenza. 


AIRCRAFT INSPECTION 


Mr. Focarry. 1 understand that the latest estimates indicate that 
about 68,000 airplanes will require inspection during 1958 whereas 
when you appeared before our committee we were told your request 
was based on an estimate of 64,000 planes. Yet the Bureau of the 
Budget has withheld all of the increase appropriated for inspection 
of aircraft entering the United States 

Dr, Burney. Yes. 

Mr. Foearry. Even though the number of plane arrivals is in- 
creasing more than anticipated when the appropriation was made 
the Bureau of the Budget is cutting down this request for additional 
inspection; is that right? 

Mr. Burney. That is correct. 

Mr. Focarty. Do vou see any lessening of the need for the in- 
spection of planes arriving in this country? 
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Dr. Burney. We do not. Also, we are getting increasing requests 
from the airline companies. for more complete and more expeditious 
mspection. 

Mr. Focarty. Are you able to meet these requests with the person- 
nel you have on hand in the Foreign Quarantine Service? 

Dr. Burney. No, sir; we have not been. 

Mr. Focarry. You are not. You are not providing a good inspec- 
tion service then? 

Dr. Burney. We are providing a good inspection service with the 
personnel we have. We are not providing as complete an inspection 
service as we should. 

Mr. Focarty. I suppose if you had only eight men instead of the 
number you have the answer would be the same—you are doing the 
best you can? 

Dr. Burney. That is right. 

Mr. Focarry. That is a far way from being good. 


ConsrrucTION oF INDIAN HEAutTH FaAcIuitiss 


There is an item for the construction of Indian health facilities. 
You have placed in reserve $2,860,000. Why is that figure standing 
out all alone? 

Mr. Ketiy. The reason for that not being in the prepared text is 
that they approved the apportionment as we requested. The practice 
in preceding years on construction programs has been such that we 
normally ask only for preliminary funds to be apportioned to us for 
planning work, and when planning is completed we submit the results 
of that planning and the cost estimates related to it and then ask for 
the release of construction funds. This is with respect to all 
construction. 

Mr. Foaartry. What did you request the committee for in 1958 for 
the inspection of Indian health facilities? 

I have the figure here, now. It is $5,800,000. The committee cut 
it back to $3,096,000? 

Mr. Ketuy. Yes. 

Mr. Focarry. We gave you too much, apparently? 

fr. Kexiy. Those funds are required and will be requested when 
the planning has reached the point where we are prepared to go ahead 
with construction. We will then ask for the release of the construction 
funds. 
i Mr. Fogarty. When will that be? 
' Mr. Keury. It will be project by project, and in this account we 
will submit all throughout the year revised apportionments as indi- 
vidual projects are ready to go ahead. 
k Mr. Fogarty. I hope what you say is correct and that this doesn’t 
indicate that there is a plan to hold up on the construction of these 
facilities. 

Wiil you make sure the committee is brought up to date next year 
whenfyou appear before us on this program? 


Mr. Ketty. I will. 
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NaTIonAL Institutes oF HEALTH 


Mr. Focarty. Now we come to the National Institutes of Health. 
What has the Bureau of the Budget done to the National Institutes 
of Health? 

Mr. Ke.iy. At this point we have apportioned to us all of the 
funds required for the first quarter grants for research projects, the 
grants to States under the control grants and the funds required for 
the first quarter training activities. We also have all the funds 
required in the first quarter for the cancer-chemotherapy and cytology 
contract program. In direct operations we are held to the level which 
we have now achieved, plus the commitments we have made. In 
developing a statement on this, where you asked that we indicate to 
you the effect if we were held to the levels all year, you really can 
only do that with respect to direct operations because grants do not 
really have a level to them. The preponderance of the money is in 
the first quarter. What we have stated in the material we gave you 
is what the effect would be if none of the funds required for grants in 
the second and subsequent quarters were made available. 

Mr. Fogarty. You have not any funds available in the second, 
third, or fourth quarters for the National Institutes of Health in any 
of these programs, have you? 

Mr. Ke tty. No, sir. 


SITUATION LAST YEAR 


Mr. Fogarty. Was this in a similar state of negotiation a year ago? 


Mr. Ketuty. For the National Institutes of Health I think it was. 
There certainly was no final resolution until somewhere around the 
20th of September, if I recall the sequence. 

Dr. SHannon. Actually we operated at the going rates throughout 
the first quarter. The action that permitted programing last year 
came about the first week in October. 

Mr. Fogarry. After the end of the first quarter? 

Dr. SHANNON. Yes. 


STATEMENT OF THE DIRECTOR 


Mr. Fogarty. Dr. Shannon, do you have a statement of any kind 
that you would like to make about this mess that we are in? 

Dr. SHannon. I have some notes. I would like to make a couple 
of general comments that I believe are pertinent and I believe the 
Secretary would fully support. 

The primary problem of developing programs at the National In- 
stitutes of Health—more particularly in grant-support programs— 
stems from the system of annual appropriations. 

As work in universities is supported year after year, universities 
become confident that the Congress and the executive departments 
will provide stability of support. There has developed a very rapid 
tradition of confidence, so that it has been possible to develop programs 
with moral commitments for future years. As these programs become 
the dominant single source of medical research funds in this country, 
the ability to provide opportunity and stability of support becomes the 
primary essential of the total program. Delays resulting in doubt, 
indecision, and frustration really affect confidence in these programs 
to a very considerable extent. Absence of confidence in federally 
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supported programs would be a serious deterrent to the attaining of our 
objectives. 

Now, the people involved here are not only the scientists who are 
working for the Government in direct operations, but scientists who 
are supported in universities and medical schools throughout the 
country. 

I may say, to paraphrase a comment of Mr. Fogarty of some 2 or 3 
years ago that characterized the individual with a neurological disease 
as being the forgotten man, I would say that the forgotten man in this 
problem of support of medical research is the scientific administrator 
who has to accept a burden upon his shoulders of supplying funds in 
support of training and research, and this burden becomes almost in- 
supportable in the absence of stable support. Those are generalities, 
but it is important to point out, I believe, that if the delays in appro- 
priations are to continue year after year as they have in the past, 
I think a great deal of confidence in our programs will be lost. This is 
evidenced by the many telephone calls and telegrams, and visits we 
receive day after day in the interim before final determination on funds 
available for the entire year. These visits are from scientists and 
scientific administrators inquiring what is going to happen. It created 
a ferment last year and it is creating another one this year. 

Mr. Lanuam. Did they withhold entire quarterly allotments last 
year as is being done now for 1958 funds? 

Dr. SHANNON. Last year we were held to the going rate in direct 
operations for the first. quarter and the availability of funds for the 
bulk of the grant and training operations for the entire year were 
withheld until, I believe, the first week in October. This resulted in a 
lack of ability to plan programs and a lack of ability for the universities 
and medical schools to realize what might be available to them. 
This becomes important when you realize that out of these appropria- 
tions, exclusive of industry, we are supporting more than 50 percent 
of the medical research in this country, so it becomes of paramount 
importance to have sound policies for the conduct and support of 
medical research. And a part of sound policy depends upon as 
complete stability as is possible to project, assuming a stable economy 
for the country. 

These are generalities, but I think they are important, probably 
more important than the specifics one could go to from there. 

Now provided in the apportionment is the going rate as calculated 
on about August 1, 1957. This includes annualization of the 1957 

rogram, mandatory increases, civil-service retirement benefits, wage 
»oard increases and the like, and the beginning of a buildup provided 
in the fiscal year 1958 congressional budget in terms of committed 
actions to scientific personnel to go with their minimum support. 
It is difficult to say precisely at this stage what is not provided, since 
recruitment proceeded along many lines during the early weeks of 
July aimed to recruit up at least to the President’s budget and be 
prepared to recruit up to the congressional increases that we thought 
would be available. 

Were recruitment stopped at this time, it would not permit optional 
use of whatever dollars are made available, although considerable 
adjustments could be made during the coming year. 

I am personally convinced that Mr. Folsom will plead, and has 
pled, with sufficient persuasiveness to make available to us the total 
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appropriation, but were this not to be the case, I point out that such 
research projects as that established jointly with the St. Elizabeths 
Hospital could not proceed; the Panama field party, with its implica- 
tions in the conquest of yellow fever, could not proceed; and the ex- 
tension of gerontology to a broader base, in conjunction with the 
Johns Hopkins and Baltimore City Hospitals, could not get underway. 
It would be impossible to develop the planned broad program of 
intramural research that would be concerned with the potential 
influenza epidemic during the coming year. It would be impossible 
to establish a program for physical biology as a base for much-needed 
study in radiology and radiation health. 

The program expansion in germ-free research would not be under- 
taken, and the prosecution of particularly promising leads on the 
causation and transmissibility of cancer would have to be abandoned. 

Now, these programs essentially are contained in all of our Insti- 
tutes. Some of them by nature are collaborative in scope and involve 
several institutes; some are supportive of all programs and also permit 
the full and effective utilization of the Clinical Center; some are 
required to fortify our review and approval activities in order that 
the grant program can be prosecuted effectively. 

We feel the arguments that we have prepared for Mr. Folsom, and 
that he has accepted, are so strong that it is inconceivable that the 
funds will not be made available. But I would point out that even 
though they are made completely available, the delay itself has caused 
the program to suffer significantly, and the longer this delay the more 
significantly it will suffer. 

Again I would say that a repetition of this, year after year, is in- 
compatible with sound programing. 

In summary, the provision of funds in different periods under dis- 
cussion are given by Mr. Kelly’s table, but we are talking in the 
aggregate in terms of first quarter funds of something in the order of 
magnitude of $3 million. 

Mr. Fogarty. What is that $3 million? 

Dr. SHannon. For the first quarter. 

Mr. Focarty. Does that include direct. operations? 

Dr. SHannon. That includes direct operations. 

I am sorry. This $3 million is on a full-year basis. The with- 
holding of funds in the first quarter, as I recall, amounts to $761,000. 


CHRONOLOGY OF APPORTIONMENT ACTIONS 


Mr. Fogarty. Dr. Shannon, give me a chronological timetable as to 
when you were seaeaien by the Surgeon General, or the Secretary of 
Health, Education, and Welfare, for these rea nalyses and resubmissions 
and all these other “re’s’. When were you first requested by the 
Surgeon General or the Secretary of Health, Education, and Welfare to 
submit any figures of any kind through ony channels on the 1958 
appropriations? 

Dr. SHannon. Mr. Kelly would have to correct me on this. I 
think that that was the first week in July. 

Mr. Ketiy. Actually without any request from the Department 
at all. Every budget office has the responsibility of preparing a first 
quarter apportionment and every one did this as a matter of course, 
but then they were returned with a request that they be elaborated on 
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to be responsive to Mr. Brundage’s June 28 letter, and that would 
have been somewhere toward the end of the first week in July. 

Mr. Focarry. By “elaborate,” do you mean to cut back? 

Mr. Ketuy. No, to submit text material that would fully explain 
why the increases over 1958 should be apportioned, what part relates 
to uncontrollable workload, or new legislation, or to other impelling 
reasons. 

Mr. Fogarty. That was the first request made of the Institutes of 
Health? 

Mr. Ketry. Yes. 

Mr. Focarry. That was the 1st of July? Give us the week. I 
just want to get an idea of the time. 

Dr. SHannon. Toward the end of July we increased the first 
apportionment shown here. 

Mr. Focarry. That is in the table we have. 

Mr. Ketty. Yes. 

Dr. SHannon. This provided for what the Bureau of the Budget 
had calculated as the going rate. 

Mr. Focarry. What did they cut you back to? 

Mr. Ketty. It was a total of $17,717,850 for all of the National 
Institutes of Health for the first quarter. 

Mr. Focarry. You are going to have a breakdown of that in the 
record just showing what harm that would do to the programs if those 
figures had been allowed to stand. 

Then what happened? 

Dr. SHannon. Then we submitted a request for reapportionment, 
and our instructions were—in line with Mr. Folsom’s approach to 
the problem—to rationalize our need, or support our need, for the 
first quarter apportionment. This was submitted against a back- 
ground of our anticipated need for the entire year. 

Mr. Focarty. When was that, about the latter part of July that 
you received that request? 

Dr. SHannon. That would have been the first week of August— 
about the 2d to 7th. 

Mr. Fogarty. Between the 2d and the 7th of August. That is 
about 5 weeks after the President signed the bill. What happened 
then? 

Dr. SHannon. We felt that this was inadequate for our purposes— 
well, nothing happened then, until Monday morning this week, when 
we learned a reapportionment had been made. This reapportionment, 
with the adjustment that took place yesterday, supplied the present 
funds that we are working on, which in the aggregate meant it sup- 
plied funds for approvals of councils in June in “the ‘grant and training 
area, and it supplied funds to continue direct operations during the 
first quarter at the going rate, as calculated the Ist of August. 

Mr. Focarry. There was some adjustment in the last 2 or 3 days. 

Mr. Ketuy. Actually, the final adjustme nt of $2,052,000 was made 
yesterday, but in effect, the Bureau had adjusted to what Dr. Shannon 
indicated we had tried to present to them, but our presentation was 
based on a misunderstanding, that it would cover all of the approved 
projects and we had to get an adjustment to meet that understanding. 





SS 


SS 


a 


Aces 


neunrenserepaperserstan verve Sere 


lg lei cama oe 


66. 


GENERAL RESEARCH AND SERVICES 


Mr. Fogarty. In this sheet I have before me, for general research 
and services, you requested for the first quarter $9,379,000 and they 
gave you $9,440,000, or an increase of $61,000. What happened here? 
Is that a mistake? 

Mr. Ketiy. No. I will explain that, Dr Shannon, if I might, that 
in the first action we asked for $9,379,000 and they gave us $7,682,000, 
and at the time of our request, in the middle of July, $9,379,000 was 
what we believed it would take to finance the June council action, but 
when we went back for these adjustments we went back for a slightly 
larger figure because we had firmed up the figures for the June council 
action. 

Mr. Focarry. That is what you requested of them? 

Mr. Ketty. Yes, sir. 

Mr. Foearry. All right. 


Cancer INSTITUTE 


In the Cancer Institute you requested $37,101,000 and you received 
$34,165,300; is that right? 

Dr, SHANNON, That is correct, sir. 

Mr. Fogarty. That is a reduction of $2,935,700 in the first quarter. 
You are holding in reserve $22,236,700. 

Dr. SHannon. I would point out that there was an error in tabula- 
tion of our continuation grants. This was a machine tab error, and 
in preparation of our estimates some of the third-quarter and some of 
the second-quarter continuation grants slid into the first-quarter. 
We informed the Bureau of the Budget during our renegotiations that 
$2,785,000 of that money would not be needed until the second- 
quarter for continuation grants, so that there should be a correction 
of that figure by $2,785,000. 

Mr. Focartry. Was that a mistake or a readjustment—or reanalysis? 

Dr. SHannon. No, sir; this is an error. 

When you use any machine equipment for large tabulations, as 
we have to when we are dealing with hundreds of grants, the normal 
operation is such that you use independent checks on the accuracy of 
the machine. But when one uses the machine for rapid calculation, 
as has to be done when one has a quick deadline to make, and has only 
one machine to handle the numbers of appropriations, the number of 
items here, it becomes impossible to run those mathematical checks 
concurrently. 

The data are required too early. The checks are run after the fact 
rather than during the calculation, and then a correction followed 
through when this error was turned up. 

Mr. Focarry. All right. They have given you $150,000 less than 
you requested? 

Dr. SHANNON. Yes, sir. 

Mr. Fogarty. What did you request that $150,000 for? What 
programs are you foing to cut back if you do not get it? 

Dr, SHannon. The programs that will be cut back will relate to the 


virus causation of cancer. 

Mr. Focarrty. I thought that was one of your most promising leads 
in the field of causes of cancer. 

Dr. SHannon. This I would agree, sir. 
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Mr. Focarty. They are cutting this one back? 

Dr. SHannon. In the face of this type of budget, if it is to obtain, 
we would reprogram a series of meritorious programs that we have 
going now because we feel that this is so important it could not be left 
aside, but within the cancer field the various causes of cancer has 
developed so much promise in our own laboratories during the past 
year that we propose to fortify that group. 

We believe in principle that if we have a series of very good leads, it 
is better to fortify a hot lead than to take from one good lead to 
support another. 

Mr. Focarty, Just what are some of the things that you hope 
might be obtained through research in this field? 

Dr. SHannon, The basic observation here came along about 3 or 4 
years ago. It had to do with the development in succulent mice of 
eukemia from cell-free extracts of human leukemia blood; also from 
mouse leukemia blood. In other words, it appeared that the trans- 
mitted disease would not have to have cells. Taking this observation, 
our pathologists investigated it more thoroughly than in the initial 
study, and it develops that a wide variety of solid tumors which in 
themselves are transmittable can be obtained from the use of cell-free 
extracts of this type of diseased blood. 

This hits at the very heart of cancer, because the differentiation 
between genes or plasma genes upon which they develop, depends on 
the characteristics of cells, and the characteristics of the growth of 
cells are structurally not too dissimilar from viruses. It could be that 
we are getting into an area now where the determinant of the life 
process itself, from the standpoint of the life expectancy of the cell, is 
at stake. 

Particularly is this important because it turns out that a variety 
of cancers can be formed as the result of this substance, or these 
substances. To hold back on the vigorous prosecution of this is some- 
thing that, regardless of what funds we have available, would be most 
unwise. This field will be explored, and it is a question of whether 
we tear down old programs in order to develop this, or whether we 
can continue programs that we feel are meritorious in themselves, 
and in addition, add these studies. 

Mr. Focarty. What else? 

Dr. SHannon. We had scheduled the opening of 40 beds in the 
clinical center to be used for studies on endocrinology and surgery. 
This will be held back because the support facilities of the clinical 
center contained within the funds temporarily withheld are essential 
to establish the clinical service. 

Studies on germ-free life will not be undertaken by the Cancer 
Institute because it will be impossible to establish a germ-free facility 
for these studies. 

Congress authorized the establishment of a large animal wing, 
which 1s essentially completed now, and this could not be staffed with- 
out funds that are in the budget. 

Those are the main things in the cancer area. We feel, as I say, 
this information has been given to Mr. Folsom, and it is just unbe- 
lievable that the Bureau of the Budget can withhold funds to follow 
such opportunities. 

Mr. Fogarty. I assume—I should not say I assume—I know that 
Mr. Folsom must have made necessary representations to the Bureau 
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of the Budget, and it is just as inconceivable to me that the Bureau 
of the Budget would cut down in this field that shows so much promise. 
I can hardly believe that they would go this far, but they have. 


CHEMOTHERAPY CONTRACTS 


Have you resolved this problem of contracts with the pharma- 
ceutical houses in the field of chemotherapy? 

Dr. SHannon. I think we have in principle. 

Mr. Fogarty. You mean you have not a contract ready yet? 

Dr. SHannon. No, sir. 

Mr. Focarty. How long have you been working on these contracts? 

Dr. SHannon. As far as working on contracts, they are in very 
good shape, because the funds being made available the Ist of July, 
or actually June 29, permitted Dr. Endicott to begin active negotia- 
tions with hard dollars the first week of July. He now has 11 con- 
tracts approved by his Contract Advisory Board, and each of those 
is now in the process of being individually negotiated with industry. 

There is only one thing that remains to be resolved other than the 
dollar value for each of the contracts. There is still some resolution 
that is required in terms of the Government’s patent policy insofar 
as it obtains in HEW. We have hopes that that will be resolved. 
Recommendation has been made by the Department Patent Board to 
the department covering this specific area, and we anticipate favorable 
acceptance of that policy. 

Mr. Fogarty. When did you first start working on drawiag up » 
contract? 

Dr. SHannon. Two years ago, sir. 

Mr. Fogarty. Two years? 

Dr. SHANNON. We do have some contracts and have had some con- 
tracts for 2 years, but the problem has been with the cumbersome 
methods of developing contracts, in which so many levels were in- 
volved for approval that much time was lost. 

Mr. Fogarty. Mr. Kelly, I hope you will remind the Secretary, 
too, that it is my feeling that we have gone entirely too slow in this 
area. There has been an inexcusably long delay in arriving at a 
contract that would be suitable to the Government and to the in- 
dustry. 

May I also, just to keep the record straight, record what was said 
in the Senate aia nattoe report this year, On page 23, they said: 

The committee has consistently supported an expanded program of cancer 
chemotherapy. In view of the priority accorded to this program, the committee 
considers progress in making industrial contracts for cancer chemotherapy work 
has been unnecessarily slow. 

That was from the Senate report. That appeared on page 23: 

The committee directs that the utilization of industrial facilities for this pro- 
gram be expedited. 


_ On March 21, when we issued our report, this committee said at that 
time, on page 19: 


The committee was disappointed that more progress has not been shown this 
year in the chemotherapy program and is convinced that industry could assist 
greatly in the screening of the multitude of chemical substances that may have 
anticancer properties. Apparently there are only administrative difficulties in the 
way of a program of contracting with industry to help with this screening. The 
committee will expect such a program to be worked out, and is earmarking all of 
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the $1,616,000 that was budgeted for overhead, but which will be free for research 
under the terms of the bill, for this program. 

So you can see that both committees of the Congress are very much 
in favor of this program, and have said so on other oc casions, and we 
think that there is someone responsible for this evident delay in arriv- 
ing at a suitable contract. 

Mr. Ke tty. Since those reports, Mr. Chairman, I think that the 
status now is that the Secretary has delegated to both Public Health 
Service and the NIH the power to negotiate contracts and a contract 
form has been agreed to on everything now except this one point, and 
it is my unde rstanding that we expect resolution of that either this 
week or next week; that we have received a recommendation from the 
Patent Advisory Board and there is to be a meeting on it sometime 
this week to see if we cannot resolve it. 

Mr. Focarty. What effect has this delay had on the program of 
contracting with the pharmaceutical groups in this chemotherapy 
program? 

Dr. SHannon. This delay? 

Mr. Fogarty. This delay in arriving at a suitable contract. 

Dr. SHannon. I could answer that for 2 years. I would prefer to 
because the situation this year is so different from last year. Last 
year the contract group under Dr. Endicott could not begin to attempt 
the development of the program until around the middle of October 
because he did not have the faintest idea how much money he had to 
work with, so he lost a complete quarter. 

As a result, a sizable amount of Dr. Endicott’s unexpended balance 
could be attributed to the delay in knowing the size of the budget he 
had to work with. 

Now, on this year, I might say that I took a chance and told Dr. 
Endicott that, despite what appeared to be possible administrative 
decisions, we had to take a chance and go full speed ahead on the as- 
sumption that we would receive all the appropriated money, and Dr. 
Endicott so proceeded, and I am very satisfied with the progress he 
has made. 

These are very difficult programs to negotiate because they are 
fields that have never been contracted for before, and if the policies 
advised by the Patent Policy Advisory Board of the Department are 
found to be acceptable, | think before the end of this quarter we will 
have a real, going program. 

Mr. Foearty. | certainly hope so. No one can blame this com- 
mittee or the Congress for any delay that has transpired. We are 
very anxious that you get going in this field on something concrete. 

Is that all you want to say about the Cancer Institute? 

Dr. SHANNON. Yes, sir; I believe so. 


Menta Heattra INstirute 


Mr. Fogarty. Now, in Mental Health, you requested $26,928,000 
and you received $26,719,100, which is a reduction of $208,900. How 
will the program in the mental-health field be affected by this reduction 
of over $200,000? 

Dr. SHaANNon. The primary program that would be affected by this 
reduction, were it to obtain throughout the entire budget year——— 

Mr. Focarry. The fact that you have gone two-thirds of the way 
through the first quarter and still haven’t gotten the full allotment for 
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this quarter is a pretty good indication that you are going to end up 
with funds reserved from this appropriation when these apportionment 
actions are at last made final, unless the Secretary of Health, Educa- 
tion, and Welfare is more of a superman than I think he is. 

Dr. SHannon. Well, sir, we hope he is. 

Mr. Fogarty. I hope so, too. 

Tell us what this reduction of $208,900 will mean. 

Dr. SHannon. You may recall that we presented to this committee 
the tremendous opportunity that was available for collaborative 
study between the National Institute of Mental Health and St. 
Elizabeths Hospital. Dr. Felix and Dr. Overholser, getting together 
over last year, developed a program that would make one of his ward 
buildings available for this collaborative study. St. Elizabeths’ con- 
tribution to this was the staffing that any hospital facility would re- 
ceive; Dr, Felix’s contribution was the superimposition upon that 
more or less routine hospital environment of a full-scale laboratory 
and investigative unit. 

This is quite different than in the clinical center at the National 
Institutes of Health, because this permits the observing of mental 
patients in the environment in which they are treated in the better 
mental health institutions throughout the country. It is one thing 
to determine what can be done to a single patient; it is quite another 
thing to see and to determine how such an advance can be applied to 
groups of patients. 

We were fortunate in fortifying mental health research in this 
country by recruiting one of the more brilliant Englishmen who has 
developed over the past 5 or 10 years and who agreed to come to this 
country and accept responsibility for this unit. 

We are committed to support him and his first assistant who comes 
with him. This is contained within the going rate. But, having 
spent some $500,000 last year in the development of the essential 
resource, we find ourselves now without the funds to staff the project. 

Mr. Foaarty. That did not seem to make much difference to the 
Bureau of the Budget, though, did it? 

Dr. SHannon. Well, sir, this is another example where I think that 
our arguments are so strong that I expect Mr. Folsom to win this one. 

Mr. Fogarty. It does not look too good to me at this point. Do 
you have anything else in the mental health field? 

Dr. SHANNON. That was the primary expansion of the program 
envisaged for this year. Otherwise there was a strengthening of a 
number of programs, with minor amounts of technical assistance that 
I cannot make a comparable plea for, although I think each of them 
is important in the aggregate. 

In the aggregate, they will not have the same impact as the St. 
Elizabeths project will. 

The construction of the greenhouse for the study of some of those 
drugs having a traumatic action on the psychological state (plants, 
as the simplest biological form of the intact cell, will permit such 
study) is probably of tremendous long-term significance. This will 
have to be abandoned, but as I say, the most profound thing relates 
to our inability to go forward at St. Elizabeths. 
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Mr. Fogarry. For the Heart Institute, you requested $26,024,000 
for the first quarter and received $25,995,662, or a reduction of 
$28,338. How will that affect the heart program? They have in 
reserve $9,940,338 for the last three quarters, which no one knows 
what is going to happen to. 

Will you supply for the record the activities relating to that 
$28,000? 

(The information referred to follows: ) 

Heart.—The principal program area affected by the first quarter delay is the 
gerontology research program scheduled for expansion this year. This program, 
centered in Baltimore, was to have initiated new studies and new projects relating 
to the biological processes of aging, particularly with respect to the physiological 
and psychological studies of the aging process. 


DentaL HEALTH 


Mr. Focarry. In “Dental health’ you ask for $3,825,850. You 
received $3,81: 3,939, a reduction of about $12,000, and they put in 
reserve $2 655, 000. 

Supply for the record what that will do. 

(The information referred to follows: ) 

The delay in this area will mean deferment of plans for first quarter activation 
of the human genetic study in nearby Maryland. This study has been in the 
planning stage for at least 10 to 12 months and involves the collaborative interests 
of all 7 Institutes of the National Institutes of Health. The unique opportunity 
offered by the particular geographically isolated population group to be involved 
in the study has been fully discussed with and fully supported by the Department, 
service, and the Appropriation Committees of Congress. 


ARTHRITIS AND Merapo.tic DISEASES 


Mr. Focarty. For arthritis and metabolic diseases you asked for 
$12,019,000 for the first quarter and received $10,786,000, a cut of 
$1,233,000. 

You have in reserve for the last 3 quarters $8,867,000. How will 
that reduction affect this program? 

Dr. SHANNON, First, to speak to the direct operation, there are 
three major items in this program that we hope to undertake a vigorous 
investigative program on. One is in the use of germ-free life that | 
mentioned in relation to cancer, for the study of certain metabolic 
events that need to be understood in order to understand a variety of 
metabolic diseases. We hope to initiate studies in gastroenterology 
relating to such things as peptic ulcer and the like. 

Mr. Foearry. Is that in this category? 

Dr. SHANNON. Yes, sir, because these probably, by and large, have 
a metabolic rather than infectious origin. This was to balance the 
program that for the first time was really vigorously established in 
extramural programs. 

Mr. Fogarty. In that field could be included this disease ileitis. 
That is what the President had. 

Dr. SHANNON. Yes, sir. 

Mr. Foaarty. They are going to cut back on that program? It 
seems to me if I were in the Bureau of the Budget and my President 
had something like that affect him that I would hesitate a little in 
cutting that part of the program. 





72 


Dr. SHannon. Lastly, it will curtail a planned expension in the 
field of physical biology. I might say that during the past 18 months 
we have had under very serious consideration the programing of 
basic investigative work which is essential to underlie control work 
in the field of radiological health. We feel that in the National 
Institutes of Health the part we can play in this area is to provide the 
basic information upon which the more practically applied control 
measures can be superimposed. But far over and above that is the 
fact that science now has progressed to the point where some of the 
physical sciences of the university can find very wide and very broad 
application in both biology and medicine, so that for the first time we 
propose to take a laboratory of physical biology that has been in 
existence for the past 8 years and begin to expand its activities 
through the addition of physicists and mathematicians, and the 
establishment of a mathematics panel which would service the entire 
National Institutes of Health. 

This really is a reflection of the march of basic science. 


ALLERGY AND INFectious DISEASES 


Mr. Fogarty. In “Allergy and infectious diseases’? vou requested 
$12,774,000 for the first quarter and you received $12,738,931, a 
reduction of $35,000, and they are holding in reserve $4,679,000. 

Will you insert in the record how that program will be affected? 

Dr. SHANNON. Yes, sir. 

(The information referred to follows:) 

The primary programs affected by the apportionment delay have been (1) germ- 
free research, (2) Panama Laboratory, and (3) influenza. With respect to the 
first two programs, considerable advance planning and capital outlay had already 
been accomplished during fiscal year 1957 and in July of fiscal year 1958. The 
uncertainties with respect to first quarter funds have required that all further 
plans for the implementation and activation of these facilities be held at a virtual 
standstill. With respect to influenza, amounts earmarked for reprograming to 
meet the expected influenza emergency are now in doubt. 


NEUROLOGY AND BLINDNESS 

Mr. Foearty. Under ‘Neurology and blindness activities,’ you 
requested $10,472 ,000 for the first quarter and received $10, 278, 143, 
or a reduction of $193,857. This is a sizable reduction in the ‘first 
quarter request, espec ially when you consider that it all comes out of 
your direct operations. 

You have in reserve $11,108,000. Tell us something about this. 

Dr. SHannon. That is for a number of programs which I can list 
rather than going into it in great detail. 

We have had under consideration since the establishment of this 
Institute a method for studying some of the degenerative diseases of 
the central nervous system, I have in mind such things as multiple 
sclerosis and the like. 

As the result of decisions reached last year, we are convinced that 
a frontal attack on these diseases can be made only through the estab- 
lishment of a tissue culture unit, so that these cells can be studied 
while they grow under the many influences of tissue culture. 

Many of the advances which we have been able to make in neuro- 
surgery and the study of neuromuscular conditions are as the result 
of modern instrumentation. 





We feel we have the basis, as the result of the last 4 or 5 years’ work, 
to expand such instrumentation to encompass other areas, such as 
localization of brain tumors, precise localization of brain tumors, so 
as to permit surgical approaches to be more effective. 

Our opthalmological or eye research program has been developing 
over the past 18 months. We feel it is ready for more bacteriological 
units. 

As you know, many of the disastrous effects of diseases on the eye 
are as the result of the introduction of bacteria which produce these 
conditions. We feel they can be studied only by bacteriological units 
contained within the Institute itself. 

Up to the present time there have been some fine collaborative 
efforts to provide the bacteriological know-how, but these studies 
have expanded to the point where the Institute should have its own 
unit. 

Some of the studies on anatomical terms and physiological terms 
relating to normal and impaired hearing are difficult to undertake. 

Finally, in the study of the broad spectrum of diseases in this gen- 
eral area where it is impossible to follow the individual for a sufficiently 
long period of time to obtain definitive results, one can only approach 
the resolution of certain problems through techniques of biometry 
and epidemiology. We have a small four-man unit now which should 
be expanded on the basis of results of the past 2 or 3 years, and this 
will be impossible to do. 

Mr. Foaarrty. So this action, instead of making for expansion, in 
effect retards progress which we have been making in this direction. 
Is that a fair statement? 

Dr. SHANNON. Yes. It precludes taking advantage of the opportu- 
nities which have been developed over the past 2 or 3 years. 


NatTIONAL Lisprary oF MEDICINE 


Mr. Fogarty. Is there any reason to cut back the National Library 
of Medicine by $4,000? 

Dr. Burney. The National Library of Medicine contains two 
items. One was to keep the library open longer hours, particularly 
some evening hours, to meet the demand which has existed for some 
time, plus the replacement of some very old and obsolete equipment 
which is necessary for efficient operation of the National Library of 
Medicine. 


Pusiic HeattH Service SALARIES AND EXPENSES 


Mr. Focarry. It looks as though they are hitting you pretty hard 
in salaries and expenses. They cut you $18,000 in the first quarter. 

Dr. Burney. Yes, sir. 

Mr. Focarty. How will that affect your operation? 

Dr. Burney. I suppose it is always a little easier to take action in 
cutting administrative expenses. 

Mr. Harlow can speak on his own, but with all of the expansions in 
the programs of the Public Health Service over the last 8 or 10 years 
there has been little or no expansion in Mr. Harlow’s operations, 
particularly in the matter of auditing and finance. We feel it is 
absolutely essential in order to be able to give a good accounting of 








the funds that have been used, he must have additional personnel to 
take care of that. 

Mr. Focarty. This committee has felt that way, too. 

Dr. Burney. Yes, sir. 

Mr. Focarty. Before you were Surgeon General we always took 
good care of Mr. Harlow when he appeared before our committee. 
We thought he was doing a good job and he told us the truth. 

You cannot blame the committee or Congress, or he cannot, if he 
doesn’t have the funds to do a good job. That is up to the Bureau of 
the Budget, is it not? 

Dr. Burney. That is right. 

Mr. Fogarty. That is their action. 


St. Evizasetus Hosprran 


St. Elizabeths, they are cutting it back $26,000. What does that 
represent? 

Mr. Ketiy. A somewhat different situation exists there than with 
respect to other quarterly adjustments we have talked about. 

The situation there is that the funds made available to the District 
of Columbia, which reimburses the St. Elizabeths Hospital for the 
care of District residents at the hospital, was not as great as would 
be required if our forecast of the patient load is accurate. 

What the Bureau of the Budget has done is to tentatively reduce 
our anticipated workload to the point that the District of Columbia 
can finance out of their available funds. 

But if the workload were to develop as we predict, they would then 
require that the District seek supplemental funds and apportion them 
to us. 

OFFICE OF THE SECRETARY 


Mr. Focarrty. Perhaps you would like to say something about the 
Office of the Secretary. 

Mr. Ke ty. Yes, sir. 

Mr. Fogarty. Tell us what effect these cuts would have on the 
Office of the Secretary. 

Mr. Kuutuy. Here again what they have done is this: They have 
held us to our current level, including the outstanding commitments, 
and this does not make available to us the increase in funds which the 
Congress authorized in the 1958 appropriation, and the testimony 
which we gave in support of those increases we still think is valid. 

As a matter of fact, we have a few cases where we think we would 
have been valid in asking and obtaining more funds. We feel strongly 
that these funds are required. 

In the Office of the Secretary itself, it means roughly 10 positions 
which you authorized cannot be filled, positions which would go 
toward strengthening the Secretary’s Office in the program analysis 
function which got underway in the last couple vears, which was 
extremely helpful to the Secretary, but has a small staff engaged in it. 

It would go toward strengthening the Committee on Aging, and 
then the remainder of the fund would strengthen the General Admin- 
istrative Services; the Office of the Secretary performs certain admin- 
istrative functions for the entire Department, such as handling receipt 
of mail, distribution of mail, and maintenance of central files and 
similar activities such as the central library. 





a 


io 


As you know, the Department has expanded quite considerably, 
particularly right in the downtown area of Washington. We are 
unable to render the services which are required for the expanded 
organization. We are just not handling mail with the dispatch and 
speed with which it should be handled and similar administrative 
functions. 

Mr. Focarry. There should be no doubt about the expansion of 
the Department’ S programs over the last 3 or 4 years. 

Mr. Keury. That is right. 

Mr. Foearry. With expansion you get additional responsibilities 
for the Secretary and his office. Is that right? 

Mr. Keuiy. That is right. 


Orrice oF FigLpD ADMINISTRATION 


In the Office of Field Administration we are faced with two prob- 
lems if we are not successful in obtaining the balance of the year’s 
funds as appropriated. 

Funds were appropriated to increase the grant-in-aid audit staff. 

We have had a serious backlog in that unit for a period of years 
and Congress gradually has been “making funds available to diminish 
that backlog. 

[t will not diminish if these funds are not made available, and we are 
further faced with the audit problem that as new programs come into 
being we come up and ask for funds to implement those programs. 
You do not need audit funds in the year in which there is a new 
grant-in-aid program but vou do a year or 2 years after they are 
initiated. Now we are faced with the need to audit some of these 
new programs. 

Mr. Focarry. Because there were additional programs a year ago. 

Mr. Ketiy. That is right. 

Then the staff was provided to our regional office to handle the 
administrative management functions of the Department’s regional 
offices where we do the payrolling, the accounting, procurement, 
personnel work, and housekeeping functions for these regional offices. 

The staff in the field offices has increased, so we have the personnel 
which the regional offices have responsibility for, and we do not have 
an adequate number of payroll clerks and personnel clerks to stay 
abreast of the workload. 

Mr. Focarrty. That is a bad situation. This committee and the 
Congress recognized the need for more personnel for the so-called 
common services activities in the regional offices to take care of the 
increase in personnel for program operations under the social security 
amendments and other new legislation by passing a supplemental 
appropriation for the Office of Field Services for 1957 and increasing 
the funds for 1958. Of course that increase isn’t going to help much 
if the Bureau of the Budget doesn’t let you use it as Congress 
intended. 

Nationa Institutes or Heatru 


Dr. Shannon, do you want to sum up your problem? I know a 
year ago these delays made the medical research program suffer. It 
is apparent to me this is in more of a mess than it was a year ago, and 
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the National Institutes of Health programs will suffer more than they 
did last year. 

Tell us what you think should be done so we can get this thing 
squared away once and for all so that in future years and in this year, 
if possible, when Congress appropriates funds you can plan a program 
such as Congress intended that you be able to plan. 

Dr. SHannon. The main problem stems from uncertainty which 
makes planning difficult. 

I do not think the answer is one which was posed as a possibility by 
Senator Hill, having to do with putting large sums in the bank against 
which current obligations could be drawn. 

I think the programs as evolved over the years have convinced 
people who are dependent for support upon them that it is the intent 
of Congress to provide adequately for them, and they have the 
stability now, so that they are looked upon more as hard money by 
the universities than they are soft money which cannot be counted 
upon. 

A repetition of uncertainty vear after year, however, will ruin the 
very thing that we hold most precious, and that is the complete 
acceptance of these programs across the country as being probably the 
best run grant programs that this country ever has seen. 

I will point out, too, that in the direct operation I feel we have been 
able to recruit a staff of scientists at the National Institutes of Health 
second to none in the country. Our leadership is superb. 

My office and the Institute Directors try to take many of the 
administrative burdens off their shoulders so they don’t have to worry. 
Our primary responsibility is to provide an environment within which 
research can flourish. 

However, when we tell our senior program leaders to go ahead and 
recruit up to a certain level, 2 weeks later tell them to stop, and then 
wait for a period of 2 months before we tell them to go again, not only 
have we subjected them to mental distress but we have impaired the 
program by removing the opportunity to recruit during the best 
recruitment season, the best part of the vear for recruitment. That 
is during the 2 or 3 late spring months. 

Up to last year—— 

Mr. Foaarry. So in a way you get second choice in some respects 
instead of the first draft? 

Dr. SHannon. Our tentative approach is made in the spring in 
recruitment of scientists. 

In the past it has been possible, with the President’s budget and 
the action of the House, to make fairly firm commitments in the 
spring which are then confirmed according to the appropriations 
available. 

If the Senate appropriation is higher than that of the House, we 
feel even more confident of going ahead, using the House figure as a 
minimum, so we are able to use the spring and early summer as our 
primary recruitment period. 

After last year’s experience and after this year’s experience, | 
doubt if our program operators would be willing to make positive or 
even tentative commitments to scientific personnel during the spring. 

If we have to start recruiting from scratch the first of July, without 
having had preliminary discussions and tentative arrangements, we 
will have lost the bulk of one cycle of the academic year because by 



















—— 
éé 


that time those people will have had academic commitments for the 
following year. 

Therefore, there is a degree of uncertainty in the grant operation 
and in the direct operations, and it can be a serious impairment to 
our programs. 

I think this is the type of discouragement which we try to keep 
from putting on the shoulders of our scientific directors 

But, be that as it may, we must bring them in on it. 

I would sav, far beyond any doubts that are involved, far beyond 
the individual programs that are held back, it brings about uncer- 
tainty that could ultimately cause a tendency toward mediocrity in 
the direct operation and extra mural operation. 

I have nothing to propose, but I would like to emphasize the 
problems as I see them. 

I think we who are in essentially administrative positions are willing 
to take all the worries and problems that go with uncertainties. 
Our worries will not do the program a great deal of harm. We 
may feel frustrated at times, but that is part of our job. 

But when these uncertainties and frustrations begin to hit at the 
scientific level, then it is doing positive harm to the program and 
positive harm far beyond the dollars involved. 

Mr. Foaarty. That is one of the reasons we have decided to hold 
this hearing today, because it was our feeling that positive harm was 
being done by this dilly-dallying back and forth between the Bureau 
of the 3udget and the Department. 

It seems to me from the information I can get that harm was done 
last year and more harm is being done this year to all of these pro- 
grams. If we do not do something about it these programs may be 
really broken down next year if this continues on. 
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What effect have these negotiations and delays and reconsiderations 
and reanalyses and everything else had on your work of setting up a 
budget program for fiscal year 1959? 

Mr. Keuuiy. I suppose you might say it has deferred it to a very 
considerable extent. 

Mr. Fogarty. What has happened in your office, Doctor? 

Dr. SHannon. Nothing, sir, since we submitted a preliminary 
budget in June. I don’t think we can take the next step until we 
know what our operating level will be for the current year. 

Mr. Focartry. Have you received your ceiling, or top limit on 
what you will be allowed to request? Did you receive your ceiling in 
June or prior to June? 

Dr. SHannon. I don’t know what you call it. I guess we did receive 
a ceiling. 

Mr. Focarry. How does it compare with the appropriations for 
1958 so far as Institutes of Health are concerned? 

Mr. Ketuy. Substantially at the same level as the appropriation 
for 1958; very slightly above. 

Mr. Focarry. About the same as Congress appropriated? 

Mr. Ketiy. About the same as Congress appropriated. 

Mr. Focarry. You have no idea how it will compare with the final 
apportionments of the Bureau of the Budget, do you? 

Mr. Ketty. I hope it will be the same, We have no indication on it. 
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DIRECT OPERATIONS 


Mr. Fogarty. How much have they cut in the first quarter of the 
current year in direct operations of the National Institutes of Health? 

Dr. SHANNON. You mean general appropriations, sir? The total 
is $761,000. 

Mr. Foaarry. In the first quarter? 

Dr. SHANNON. Yes, sir. Those are all direct research operations. 

Mr. Foaarry. That is quite a substantial cut, is it not? 

Dr. SHaNnon. Yes, sir. 

Mr. Fogarty. Over $700,000 cut in direct operations for the first 
quarter? 

Dr. SHANNON. Yes. 

Mr. Focarty. How much of that already has been lost? Here it 
is the 21st of August and in another 10 days two-thirds of the first 
quarter will have gone by. 

Dr. SHannon. It will have its impact on all the programs I men- 
tioned. It will have its impact perhaps even more seriously on the 
support programs. 

hen it comes to acquisition of nurses, technicians, support per- 
sonnel, those individuals will not be available for recruitment in 
September, whereas they are all available as of today and have been 
for the past month. ‘Therefore the delay in support personnel is even 
more serious, if that is possible, than scientific personnel. 

It will affect all the programs I mentioned. 

Mr. Fogarty. Have you anything else to add, Dr. Burney? 

Dr. Burney. I believe not, sir. 

Mr. Focarry. You think you have said enough? I am asking the 
question to give you the opportunity. Go ahead and speak for 
yourself and your Department. I want to get you out from any 
instructions you may have received to the contrary. 

Dr. Burney. I have received no instructions to the contrary. 

Mr. Fogarty. I didn’t say you had but it is not unusual that men 
in your position receive some sort of instructions as to what you may 
say when they appear before congressional committees. 

r. Burney. I would like to make two comments: 

One is with reference to the National Institutes of Health. Dr. 
Shannon has expressed in considerable detail the effects upon the 
program. I would endorse his comments, particularly with relation 
to the effect that such delays have on the stability of the program 
and staff morale. 

I also would like to add to a lesser extent, at least so far as funds 
are concerned, that the entire service also is affected when we are 
forced to cut back in projected plans. I believe these programs 
such as sanitary engineermg activities, water pollution, and some of 
the other activities mentioned here are important programs, even 
though they are not of the same magnitude so far as dollars are 
concerned. 

These programs for the aging are equally important in maintaining 
not only the morale of the groups concerned and recruitment activi- 
ties but also to maintain our relationships with the States who expect 
leadership from the Public Health Service. 

Mr. Fogarty. This is the 11th year I have been sitting on this 
committee. I have watched these programs“grow from their in- 
ception up to what they are now. 
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It seems to me that as they have grown so has the feeling in Con- 
gress grown that these programs are good, and are paying off. Congress 
in recent years by unanimous vote has approved these programs 
which you are operating. 

It seems to me that everywhere I go they meet with universal ap- 
proval all over the country. 

It is inconceivable to me that the Bureau of the Budget would be 
responsible for delaying some of these most worthwhile programs 
which Congress has initiated and helped to expand by appropriating 
the necessary funds to carry them out. 

I just cannot comprehend how anybody in the Bureau of the Budget, 
after the justifications made by you and other outstanding men in 
medicine ois all over the country, could cut back these promising 
programs which will save human lives. 

I don’t know what Congress will do about this, but it seems to me 
this action should be given sufficient publicity so that the people of 
the country will know what has happened in the past couple months 
and what happened a year ago, and see if we cannot help to prevent 
something like this happening in the future. You people certainly 
should know when the President signs an appropriation bill into law 
just what you will have to work with for the next year and not go back 
month by month to renegotiate and replan and readjust your program 
to come within the thinking of three or four people in the Bureau of 
the Budget. 

I hope that makes my position very clear and I hope the majority 
of this committee will concur in that. 

Dr. Burney. May I supplement my remarks by one sentence? 
Regardless of the outcome, it has been really heartwarming to all of 
us, and our entire staff has been notified of this, to know of the full 
support that the Secretary, Mr. Folsom, has given to us. Regardless 
of the outcome, the morale of our Public Health Service will not be 
dampened as much because we know we have in him, once he is sold 
on something, one who supports us. 

Mr. Focarry. I am sold on that statement 100 percent and I have 
said so in this record and many other times. He is doing the best job 
that he can do and if possible he wants to get every cent Congress has 
appropriated for these programs. 

I hope his position will be backed up by the President and that he 
will use his influence, also, with the Bureau of the Budget in seeing to 
it that these programs are carried out in the months and years ahead. 

Mr. LANHAM? 

Mr. LanHAM. You have covered the waterfront very well, Mr. 
Chairman. I certainly approve of what you say about the Secretary. 
I am glad to see that he is willing to battle for the agencies under his 
control, just as I expected he would do. 

One question I wanted to ask about the National Institutes of 
Health. If he succeeds in getting for you the amounts that he has 
requested in this last effort of his, will that bring the amounts up to 
the full amount of the appropriation or merely to the budget which 
was submitted? 

Dr. SHannon. Full appropriation, sir. 

Mr. Lanuam. Mr. Chairman, did you go into the appropriation 
“‘Assistance to States, general’? and what effect the cut would have on 
the program in the States? That is under the “Public Health Serv- 
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ice’ heading. I ask this because I was a few minutes late getting 
here from the full committee meeting, and am very much interested 
in the funds going to the State departments of health. 

Mr. Fogarty. Yes, I did. 

Mr. Kutuy. We discussed the accident prevention program, health 
of the aged and the chronic diseases. 

Mr. Fogarty. Two of the most important programs for this 
coming year. 

Mr. Hartow. Total amount of the grants was allowed, so the 
amount of money Congress appropriated to the States will all go to 
them. 

Mr. Lanuam. That is all. 

Mr. Denton. I have no questions. I cannot fathom some of the 
things happening in the Budget Bureau. We spent several weeks 
listening to you justify your requests and they had all been approved 
by the Budget Bureau. 

This bill went on the floor and we spent 2 weeks debating this. 
The chairman did a bangup job there defending this appropriation 
and it was cut on the floor very little. We made some reductions. 

After this is all over, after the first of the fiscal year the Budget 
Director cuts several parts of this budget up to 10 percent. 

If these sums appropriated were justified back at the first of the 
calendar year I don’t know why they are not justified now. 

Mr. Lanham and I dealt with another appropriation for foreign aid 
and we were told that dire consequences would befall this country 
if we did not increase the funds over last year by about 30 percent. 

Here they are cutting things like taking care of the aged, medical 
research, mental health, pure food and drug enforcement, and all of 
those things and increasing foreign aid. I cannot understand it. It 
is beyond me. 

Mr. Hartow. At this level we cannot explain it to you, either. 

Mr. Denton. I can see where you are as puzzled as we are. 

Mr. Lanuam. ICA got the same instructions your Department got, 
that they had to hold obligations and expenditures to the level of the 
current year, but apparently now somebody has changed his mind or 
changed their minds. 

Mr. Ketty. I can only say to you that, first, Mr. Denton, I cer- 
tainly agree with your statement that the chairman of this committee 
and the members of the committee certainly did a marvelous job in 
the presentation to the House of Representatives of their recommenda- 
tion on this budget and their support of it and the departmental 
Secretary and the representatives that appear before you here fully 
support the position you take that these funds have been considered 
at great length and debated and concluded upon and that the program 
should be carried out and we are making that representation to the 
Bureau of the Budget to the best of our ability and we hope that it 
will be successful. 

Mr. Denton. The Director of the Bureau of the Budget sent us 
information saying these appropriations were necessary to carry on 
these vital functions of the Government and after Congress approved 
them, he says that was all wrong and they ought to be cut 10 percent. 

Mr. Lanuam. There were 14 votes that day and if it had not been 
for those votes, you would really have had some cuts in this budget. 

Mr. Denron. I wish somebody would make up their mind. 





81 


Mr. Hartow. We do not want this action to discourage you gentle- 
men from continuing your favorable attitude toward our budget, sir. 

Mr. Lanuam. It is quite discouraging. 

Mr. Focariy. Are there any other questions? 

Do you have any further statements to make, anyone? 

If not, we thank you very much for coming. 

Mr. Ketiy. Thank you, Mr. Chairman “and gentlemen of the 
committee. 

Mr. Fogarty. I regret that it has not been possible for Mr. Taber 
to get to this hearing before we adjourn. He had to attend an im- 
portant meeting on the Atomic Energy Commission appropriation 
this morning and I understand that meeting adjourned just a few 
minutes before he had to go to the floor to take care of the minority 
side’s management of the supplemental appropriation bill. I will 
speak to him about this hearing and if he wishes it to be reopened 
or wishes to have any additional material placed in the hearings rec- 
ord, he will, of course, be afforded that opportunity. 


Notrr.—Mr. Taber requested that the following statement be 
inserted in the hearings record: 


STATEMENT BY Mr. TABER 


The table reproduced below was prepared by the Department of Health, 
Education, and Welfare to show, for each appropriation item that currently has 
funds placed in reserve by the Bureau of the Budget, (1) the final quarterly 
apportionment for fiscal years 1956 and 1957, (2) the first quarter apportion- 
ment for 1958 and a projection of what the last three quarters apportionments 
will be if the same criteria are used in apportionments for sueceeding quarters, 
and (3) a comparison of employment for 1955, 1956, and 1957 with the employ- 
ment allowed for under the current apportionment of 1958 funds. 

It is obvious from these figures that the apportionments of 1958 funds are 
quite liberal, even for the programs for which these small reserves have been 
established. The 1958 apportionments for these programs, with a very few 
minor exceptions, allow substantial increases over prior years. It is difficult to 
imagine how any program would be jeopardized by the action of the Bureau of 
the Budget in their attempt to inject a small degree of restraint on these mush- 
rooming programs. 
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